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CITY OF FORT WORTH, TEXAS
FISCAL YEAR 2013-2014
ANNUAL BUDGET

This budget will raise more revenue from property taxes than
last year's budget by an amount of $10,077,087, which is a
2.7% increase from last year's budget. The property tax
revenue to be raised from new property added to the tax roll this
year is $7,077,149.

CITY COUNCIL RECORD VOTE

The members of the governing body voted on the adoption of the budget, excluding the General
Fund allocation for the Police Department as follows:

FOR: Mayor Price; Mayor Pro tem Zimmerman; Councilmembers Espino, Scarth, Bivens, Jordan,
Shingleton, Allen Gray, and Burns.

AGAINST: None

PRESENT but abstained from voting: None

ABSENT: None

The members of the governing body voted on the adoption of the budget General Fund allocation for
the Police Department as follows:

FOR: Mayor Price; Mayor Pro tem Zimmerman; Councilmembers Espino, Scarth, Bivens, Jordan,
Shingleton, and Burns.

AGAINST: None

PRESENT but abstained from voting: Councilmember Allen Gray

ABSENT: None

MUNICIPAL PROPERTY TAX RATES

The municipal property tax rates for the preceding fiscal year, and each municipal property tax rate
that has been adopted or calculated for the current fiscal year, include:

Tax Rate Adopted Adopted
FY2012-13 FY2013-14
Property Tax Rate $0.855000 $0.855000
Effective Tax Rate 0.860699 0.859693
Effective Maintenance and Operations Tax Rate 0.701724 0.684707
Rollback Tax Rate 0.926961 0.918583
Debt Rate 0.169100 0.179100

MUNICIPAL DEBT OBLIGATIONS

The total amount of outstanding municipal debt obligations (including principal and interest) secured
by property taxes is $888,972,374.
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GOVERNMENT FINANCE OFFICERS ASSOCIATION
Distinguished
Budget Presentation
Award
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City of Fort Worth
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For the Fiscal Year Beginning

October 1, 2012
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President Executive Director

The Government Finance Officers Association of the United States and Canada (GFOA)
presented a Distinguished Budget Award to City of Fort Worth, Texas for its annual budget for
the fiscal year beginning October 1, 2012. In order to receive this award, a governmental unit
must publish a budget document that meets program criteria as a policy document, as an
operations guide, and as a communications device.

This award is valid for a period of one year only. We believe our current budget continues to
conform to program requirements, and we are submitting it to GFOA to determine its eligibility
for another award.
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City of Fort Worth, Texas

City Officials

Betsy Price
Mayor
Salvador Espino Jungus Jordan
District 2 District 6
W.B. “Zim” Dennis
Zimmerman Shingleton
District 3 District 7
Danny Scarth Kelly Allen-Gray
District 4 District 8
Gyna Bivens Joel Burns
District 5 District 9
Tom Higgins

City Manager

Fernando Costa Charles Daniels Susan Alanis

Infrastructure Public Safety Community Development
Services Services Services

Assistant City Managers

Budget and Research Staff

Jay Chapa
Interim Finance Director

Alan Shuror, Budget and Research Manager
Aaron Cummins, Senior Management Analyst
Anat Zoarets, Management Analyst
Ann Marie Mendez, Management Analyst Il
Kacey Bess, Management Analyst Il
Pamela Sexton, Management Analyst I
Orsheka Moore, Management Analyst |
Jesus Hernandez, IT Technician
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List of Departments and Directors

City Attorney’s Office
Sarah Fullenwider,
City Attorney, 817-392-7606

City Auditor’s Office
Vacant,
City Auditor, 817-392-6132

City Manager’s Office
Tom Higgins,
City Manager, 817-392-6192

City Secretary’s Office
Mary J. Kayser,
City Secretary, 817-392-6161

Code Compliance
Brandon Bennett,
Director, 817-392-6322

Equipment Services
Wayne Corum,
Director, 817-392-5118

Financial Management Services
Jay Chapa,
Acting Director, 817-392-8517

Fire
Rudy Jackson,
Fire Chief, 817-392-6805

Housing and Economic Dev.

Cynthia Garcia,
Acting Director, 817-392-8187

Human Resources
Vacant,
Director, 817-392-7783

IT Solutions
Pete Anderson,
Director, 817-392-8781

Library
Gleniece Robinson,
Director, 817-871-7706

Aviation
Bill Welstead,
Director, 817-392-5402

Municipal Court
Deidra Emerson,
Director, 817-392-6711

Parks & Community Services
Richard Zavala,
Director, 817-392-5711

Planning and Development
Randle Harwood,
Director, 817-392-6101

Police
Jeff Halstead,
Police Chief, 817-392-4200

Public Events
Kirk Slaughter,
Director, 817-392-2501

Transportation/Public Works
Douglas Wiersig,
Director, 817-392-7801

Water & Wastewater
Frank Crumb,
Director, 817-392-8246
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City of Fort Worth
2013 Awards

Code Compliance

Hermes Award: Code Compliance, Solid Waste Services Divisions won the prestigious
international Hermes Award for our recycling marketing campaign — Recycle Right, Recycle
More.

Keep America Beautiful Presidents Circle Award: Keep Fort Worth Beautiful received the
Keep America Beautiful President's Circle Award. The President's Circle Award recognizes
exemplary performance made by certified affiliates of the national nonprofit to reduce litter,
minimize waste, and beautify and improve their local communities.

Keep Texas Beautiful Gold Star Affiliate Award: For Keep Texas Beautiful affiliates to achieve
this status they are required to share information on their mission and goals, answer questions
about their public education programs, partnerships, and sustainability efforts, participate in the
Keep Texas Beautiful or Governor's Community Achievement Awards programs, and provide a
letter of support from their community.

Equipment Services

Top 100 Fleets in North America Award: Named one of the “Top 100 Fleets in North America”
for the 9th year in a row, the Equipment Services Department ranked 8th out of over 38,000
government fleets in 2013. The program recognizes and rewards peak performing fleet
operations in North America. Currently in its ninth year, 100 Best Fleets identifies and encourages
ever-increasing levels of performance improvement within the fleet industry.

Blue Seal of Excellence Award: All three service centers have been awarded the Blue Seal of
Excellence from the National Institute for Automotive Service Excellence (ASE). ASE, an
automotive industry professional certification program, awards the Blue Seal of Excellence to
businesses that showcase highly qualified repair facilities with a commitment to provide excellent
services. Recipients must maintain a staff certification level of at least 75%. There are only three
Blue Seal public or private service centers in Fort Worth, and they are all within the Equipment
Services Department.

Financial Management Services

Certificate of Achievement for Excellence in Financial Reporting: For CAFR Ending
September 30, 2011.

Distinguished Budget Presentation Award: Received from the Government Finance Officers
Association and presented to City of Fort Worth.

Procurement Achievement Excellence Award: 2013 Achievement of Excellence in
Procurement award from the National Procurement Institute.
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= Fort Worth South Rotary Club: Recognized Firefighter Cameron Brown of Station 38 with their
Vince Genovese Firefighter of the Year award for 2013.

= National Association of Insurance and Financial Advisors: Firefighter of the Year award to
Firefighter La Thaddeus Hill of Station 33.

Housing and Economic Development

= The Texas Association of Local Housing Finance Agencies Award: Participation in the
Terrell Homes Project — October 2012.

= The Audrey Nelson Community Achievement Award: The National Community Development
Association for the Terrell Homes Project — February 2013.

Information Technology Solutions

= Geospatial Information Systems (GIS), Significant Achievement:

>

Fort Worth TX (D) Enterprise GIS Basemap Data Auditing: Maintaining the accuracy and
relevance of an enterprise GIS geodatabase for over 300 users can be a daunting task for
any GIS team. The data contained in that geodatabase must be solid and useful to the end
user, or there is little point to the enterprise. The City of Fort Worth Information Technology
Solutions Department took on the task of automating data checks of our critical basemap
GIS layers and all of the data contained in our SDE geodatabase. All municipalities
encounter budgetary and staffing limitations, so we needed to find a way to increase our
efficiency by making targeted corrections to data and avoid reviewing datasets in their
entirety. The enterprise GIS data auditing project was designed to analyze the designated
basemap feature classes for errors in geometry and attributes, and to generate regularly
scheduled reports of errors that were found. This has allowed our team to proactively
correct GIS data errors and provide a better product to the end users.

Fort Worth TX (D) Housing and Economic Development Incentives Mapping Applications:
The Housing and Economic Development Department (HED) at the City of Fort Worth
wanted a mapping site with enhanced features and ease of use. The main focus of the site
was to modernize their Employment Incentives Report tool. This tool allows companies to
enter and map employee addresses to qualify for various tax incentives. City staff also
needed a way to create and print GIS maps in a non-technical environment. The IT
Solutions GIS staff set out to re-develop the existing, external economic incentive mapping
site and to create a new internal mapping site for city employees. The internal mapping
application was devised as a simplified GIS tool for HED employees, so they would no
longer need to use a Desktop ArcGIS license. Ultimately, this project helped the public with
an easier interface to apply for economic incentives, helped City HED staff accomplish their
work tasks with the aid of GIS maps, and saved money in reduced GIS licensing demand.

= Public Safety Technology & Emergency Management, Significant Achievement:

>

Fort Worth TX (D) Fort Worth Accessible Hazard Alert System (AHAS): The Office of
Emergency Management (OEM), in its ongoing effort to assist the citizens of Fort Worth,
partnered with DeafLink, Inc. to enhance its service to sensory disabled citizens (deaf, blind,
hard of hearing or deaf/blind) with accessible emergency information and alerts.
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Working along with the City’s IT Solutions staff, DeaflLink created a web portal for citizens to
register as free subscribers to receive the alerts, which are accessible using smartphones,
video capable PDAs, computers, tablets and Braille devices. Fort Worth AHAS subscribers
in an area affected by an emergency or disaster will be able to receive an alert message that
could include information about the emergency and what actions to take.

»  Fort Worth TX (D) NIMS Training Compliance: During an external audit of National Incident
Management System (NIMS) training records, the City was challenged to locate
certifications in a timely fashion due to the files being stored within varying physical file
systems by department. The goal of the NIMS Training Compliance application was to
provide employees the ability to upload their certificates to a system that would store them
electronically and make them available for retrieval by the employee or OEM when needed.
In addition, reporting and search functionality provides the ability to validate training
completion and identify training needs.

Government Technology Digital Cities Survey Winner (Nov. 2012): The City of Fort Worth
ranked 9th nationwide for cities with populations of 250,000 or greater. The survey spotlights the
municipalities that best show how information and communication technology are used to
enhance public service.

Outstanding IT Service and Support Award: 2013 Best of Texas award to Alan Girton, Senior
IT Solutions Manager/IT Security Manager.

Government Technology Magazine's 2013 “Top 25 Doers, Dreamers and Drivers”: Pete
Anderson, CFW Chief Information Officer, named one of “the hardest working and most
innovative individuals in the public sector.”

Library

Texas Library Association Distinguished Service Award 2013: Library Director Dr. Gleniece
Robinson received this award at the association’s 100" conference which was held in Fort Worth.
The award recognizes an individual who has demonstrated substantial leadership and
outstanding continuing service to the profession.

Parks and Community Services

Tree City USA: Awarded for the 34th consecutive year by the Arbor Day Foundation in
cooperation with the United States Department of Agriculture (USDA) Forest Service and
National Association of State Foresters for maintaining a viable tree management plan and
program. Fort Worth is the oldest Tree City USA community in the state.

Tree City USA Growth Award: The City of Fort Worth was the recipient for the 13" consecutive
year by the Arbor Day Foundation in cooperation with the USDA Forest Service and the National
Association of State Foresters. The award highlights innovative programs and projects and
represents an increased commitment of resources for urban forestry. Fort Worth was one of only
eight communities within the state to be presented with a Growth Award and represents the
largest municipality within Texas to do so for the year.

2012 Best Historical Attraction Award: Received from Metroplex Baby & Kids and awarded to
Log Cabin Village.
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2012 Hispanic Heritage Award: Received from the United Hispanic Council of Tarrant County to
Sandra Medina, 21 Century and Mobile Recreation Coordinator, Parks and Community Services
Department.

2013 Texas Engineering Excellence Award and the Gold Medal Award: For Structural
Systems presented by American Council of Engineering Companies (ACEC) for the Phyllis J.
Tilley Memorial Pedestrian Bridge.

2013 National Recognition Award for Engineering Excellence: Presented by the American
Council of Engineering Companies (ACEC) for the Phyllis J. Tilley Memorial Pedestrian Bridge.

Fort Worth Child Magazine — Best Place to Spend a Lazy Sunday: Awarded to the Fort Worth
Botanic Garden.

Eminent Citizen Award: Received from the National Sorority of Phi Delta Kappa, Inc. in
Community Involvement to Peggy McCoy, Community Center Supervisor, Highland Hills
Community Center, Parks and Community Services Department.

Historic Fort Worth Annual Preservation Award: For the restoration work at Inspiration Point
Shelter.

National Register of Historic Places: Designated to Van Zandt Cottage.

OneStar National Service Commission: Appointment by the Governor of Texas to Daphne
Brookins, Human Services Specialist, Community Action Partners, Parks and Community
Services Department to further national service initiatives in Texas and to administer the
AmeriCorps Texas Program.

Star-Telegram Readers Choice Award — Best Wedding Spot: Awarded to the Fort Worth
Botanic Garden.

The First Tee 2012 Leadership Award: Awarded to Nancy Bunton, Assistant Director, Golf
Division, Parks and Community Services for service to the community and dedication to
advancing junior golf in Fort Worth.

Trip Advisor 2013 Certificate of Excellence Award: Awarded to Log Cabin Village and the Fort
Worth Nature Center and Refuge.

U.S. Councils of Mayors, National Gardening Association and The Scotts Miracle-Gro
Company GRO1000 Award: For the Children’s Vegetable Garden in the Botanic Garden.

Planning and Development

CLIDE Award: Celebrating Leadership in Design Excellence award in FY2013 for the West
Seventh Urban Village.

2013 Long Range Planning Award: From the Texas Chapter of the American Planning
Association for the Lake Worth Vision Plan.

The City was designated a Bicycle Friendly Business (Bronze) and Honorable Mention:
Presented by the League of American Bicyclists and Bicycle Friendly Community in 2012 and
2013.
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Transportation and Public Works, Storm Water Management

= Storm Water Solutions (SWS) Magazine Top Storm Water & Erosion Control Projects
Award: For the Eastern Hills Drainage Improvements project which mitigated flooding within the
Eastern Hills watershed, improved water quality, utilized a new storm water detention basin to
minimize costly upsizing of existing infrastructure, and provided a dual-use, recreational amenity
and detention facility that benefits the City of Fort Worth, the Fort Worth Independent School
District and the local community.

= Public Technology Solutions Significant Achievement Award: For advances in GIS utilization
to improve Stormwater billing and processes.

= Texas Public Works Association (TPWA) Field Excellence Employee of the Year: Ismael
Frausto, Field Operations Crew-Lead, was awarded the TPWA Field Excellence Employee of the
Year.

Water and Sewer

= Municipal Wastewater Treatment Plant of the Year (>15 MGD): Received by the Fort Worth
Water Department’'s Village Creek Water Reclamation Facility. Presented by the Water
Environment Association of Texas to a municipal wastewater treatment plant in Texas for
consistently exhibiting outstanding performance of daily activities beyond the normal call of duty.

= George W. Burke, Jr. Award for Wastewater Facility Safety: Received by the Fort Worth
Water Department’s Village Creek Water Reclamation Facility. Given by the Water Environment
Association of Texas for recognizing municipal and industrial wastewater facilities for active and
effective safety programs.

= Peak Performance Award: Received by the Fort Worth Water Department’s Village Creek
Water Reclamation Facility. Given by the National Association of Clean Water Agencies to
facilities for outstanding compliance of their National Pollutant Discharge Elimination System
(NPDES) permit limits. This is our 23™ consecutive year receiving this award.

= Blue Legacy Award for Water Conservation for Industrial-Commercial-Institutional:
Received by the Fort Worth Water Department’'s Conservation Section for implementing
SmartWater audits that evaluate water use in manufacturing, irrigation, domestic, pools and
fountains, as well as cooling towers or chiller systems. The program’s objective is to assist
industrial, commercial and institutional customers identify and troubleshoot areas of
inefficiencies. Additionally, it is to educate customers on green, innovative and emerging
technologies that can assist in future enhancements. This award was given by the Texas
Development Board and the Water Conservation Advisory Council.
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CITY PROFILE

LOCATION AND HISTORY: Fort Worth, seat of Tarrant County, Texas, is located in Tarrant and Denton
Counties in North Central Texas at 97° 55' west longitude and 32° 36' north latitude. Situated on the Trinity
River, Fort Worth is approximately 75 miles south of the Oklahoma state line and 270 miles northwest of the
Gulf of Mexico. The city is a cultural gateway into the American West and covers nearly 300 square miles.

Fort Worth was established as a frontier army post in 1849 by Major Ripley Arnold and named after General
William Jenkins Worth, who distinguished himself in the War with Mexico. The outpost became a stopping
place on the famous Old Chisholm Trail and a shipping point for the great herds of Longhorn cattle being
driven to northern markets. Progressive City leadership brought the first of nine railroads to Fort Worth in
1876 and with the subsequent West Texas oil boom, guided the City into a metropolitan county of more than
1.8 million people. Fort Worth’s economy has always been associated with cattle, oil, finance and
manufacturing. Since World War 1l, Fort Worth has also become an aerospace, education, high-tech,
transportation and industry service center.

For the third time in nearly half a century, Fort Worth was named one of the National Civic League’s All
American Cities. Fort Worth won the award in 1964, 1993 and again in 2011.

GOVERNMENT: Fort Worth operates under the Council-Manager form of municipal government. A mayor
chosen at-large by popular vote and an eight-member, single-district council are elected to two-year terms.
In turn, the Mayor and City Council appoint the City Manager who is the chief administrative and executive
officer. The City Council is also responsible for the appointment of the City Attorney, municipal judges, City
Secretary, and the City Auditor.

AREA AND POPULATION: According to the U.S. Census Bureau, Fort Worth was the fastest growing
large city with more than 500,000 in population growth between 2000 and 2010. The 2010 Census count for
Fort Worth is 741,206. From 2000 to 2010, Fort Worth’s total population increased by 206,512 persons. This
represents an average annual increase of approximately 20,650 persons and a growth rate of 3.9% per
year. Since the 2010 Census, the population has increased at a slower rate than it did during the 2000s.
According to the North Central Texas Council of Governments, the January 1, 2012 population estimate for
Fort Worth is 757,810, an increase of 16,604 persons since the April 1, 2010 Census. This represents an
average annual growth rate of 1.3%. This growth rate is similar to the growth Fort Worth experienced in the
1990s when total population increased from 447,619 in 1990 to 534,694 in 2000, an annual average growth
rate of approximately 2%. If growth continues at this rate, the City’s population is expected to exceed one
million people by 2030. The Dallas-Fort Worth Metropolitan Statistical Area is split into two separate
divisions: the Fort Worth-Arlington Metropolitan Division and the Dallas-Plano-Irving Metropolitan Division.
The Fort Worth-Arlington Division includes Johnson, Parker, Tarrant and Wise Counties. According to the
U.S. Census Bureau, Fort Worth the 2012 Census count for Fort Worth by age, gender and ethnicity is
782,027.

Population Growth
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Population by Age

Under 5 years 5 - 19 years 20 - 34 years 35 - 59 years 60 years +

Population 782,027

Population by Gender

Male Female
Population: 782,027

Popluation by Ethnicity

m 531
m 148
m 46

m3 = s2 m2 m 19
[ | [

White Black or American Asian Native Other Two or
African Indian and Hawaiian more races

American Alaska and Other
Native Pacific

Islander
Population: 782,027



A-13

TRANSPORTATION: The Dallas/Fort Worth International Airport (the "Airport" or “DFW”) is the third busiest
airport in the world in terms of logistical operations and ranks 8th in the world based on passengers. The
Airport is the principal air carrier facility serving the Dallas/Fort Worth metropolitan area. First opened on
January 13, 1974, the Airport is located halfway between the cities of Dallas and Fort Worth, Texas. DFW
International is the world's third busiest airport, offering nearly 1,750 flights per day and serving 57 million
passengers per year. DFW provides non-stop service to 145 domestic and 48 international destinations
worldwide. For five consecutive years, DFW has ranked in the top five for customer service among large
airports worldwide in surveys conducted by Airports Council International.

There are three general aviation airports; the City of Fort Worth owns each with all-weather capability.
Meacham International Airport is equipped with parallel runways, the longest of which is a 7,500 ft. runway.
Fort Worth Spinks Airport, a general aviation airport located along 1-35 in the south portion of the City is
equipped with a 6,000 ft. runway. Alliance Airport is located on 1-35 to the north, serves the needs of
industrial, business and general aviation users, and is equipped with a 9,600 ft. runway. These three
airports combined handled over 246,000 operations in 2012.

Three interstate highways (Interstate 20, Interstate 30 and Interstate 35), five federal and four state
highways provide all-weather routes within the Fort Worth area and to and from the rest of the nation.
Interstate 820, which encircles the City, allows quick access to all parts of the Fort Worth area. The Texas
Highway Commission has completed a master highway construction plan for Tarrant County to provide for
transportation needs through the foreseeable future. The relocation project was completed in 2001 and will
promote redevelopment of Lancaster Avenue, the south end of the Central Business District and the
Hospital District southwest of downtown.

Fort Worth is served by six major railroad systems, one of which, BNSF (Burlington Northern/Santa Fe
Railroad), has its corporate headquarters in Fort Worth. Rail passenger service is provided through Fort
Worth, including AMTRAK service on the Texas Eagle to Chicago, St. Louis, Little Rock, Dallas, San
Antonio and Los Angeles and on the Heartland Flyer to Oklahoma City. Fort Worth’s position as a major
southwest distribution center is supported by the presence of 75 regular route motor carriers with over 750
schedules. Local transit service is provided by The T, operated by the Fort Worth Transportation Authority.
Greyhound Lines, Inc., furnishes Fort Worth with transcontinental passenger service.

EDUCATION: The Fort Worth Independent School District serves a major portion of Fort Worth. The 142
schools in the District operate on the 5-3-4 plan in which the elementary schools (83) teach grades 1-5;
middle schools and sixth-grade centers (28), grades 6-8; and senior high schools (14), grades 9-12. The
District also has 17 special campuses. The Fort Worth School District employs 5,069 classroom teachers
(full-time equivalents) to instruct over 80,000 students. Special education programs are provided for the
blind, handicapped, mentally disabled, brain-injured, emotionally disturbed and those who require speech
and hearing therapy in 10 special schools. Vocational training is provided at the secondary level for the
educable mentally disabled. Bilingual programs are also offered at the primary and secondary level. While
Fort Worth is served primarily by Fort Worth Independent School District, it is also serviced by 16 other
districts. There are 70 private and parochial institutions in the primary and secondary education area with a
combined enroliment of more than 11,500 students in Tarrant County.

Tarrant County has twelve college and university campuses with an enrollment of more than 80,000
students in both undergraduate and graduate programs. Included in these colleges and universities are:
Southwestern Baptist Theological Seminary; Tarleton State University-Fort Worth Campus; Tarrant County
College, Trinity River, South, Northeast, Southeast, and Northwest Campuses; Texas Christian University;
Texas Wesleyan University; Texas A&M University School of Law; the University of Texas at Arlington; and
the University of North Texas Health Science Center. There are twenty-nine other colleges and universities
within a fifty-mile radius totaling an enrollment of over 119,000 students.

HEALTH SERVICES: Medical facilities in Tarrant County offer excellent and convenient care. There are
approximately 33 hospitals with nearly 5,000 beds and 348 bassinets available; one children’s hospital with
285 beds; four public hospitals; 65 nursing homes; the Tarrant County Public Health Center; Cancer Clinic;
Carter BloodCare and the University of North Texas Health Science Center.
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MILITARY: Carswell Air Force Base closed as an active air force facility in September of 1993. In October
of 1994, the base was reopened and transformed into Naval Air Station (NAS) Fort Worth, Joint Reserve
Base, Carswell Field, a navy reserve base. Now that all of the units have been transferred here from NAS
Dallas, Glenview NAS, Detroit, and Memphis, there are nearly 11,000 personnel utilizing the facilities.
Approximately $130 million of construction, remodeling and renovation was invested over the transition
period. The PX Mart continues to operate the Base Exchange store and the grocery store for the benefit of
active duty military and retired military in the Metroplex. The golf course is now under lease to the Carswell
Redevelopment Authority and is operated as a public use facility. The Justice Department has established a
Federal Medical Center in the area around the old base hospital. The facility is for female Federal inmates
and employs approximately 300 personnel.

THE ECONOMY: According to 2010 census figures released by the U.S. Census Bureau, Fort Worth was
named one of the country’s fastest-growing cities and continues to be a strong draw for new residents and
businesses. Fort Worth grew 38.6% to 741,206 residents in the last decade. Fort Worth is consistently
ranked among the top places in the nation to live, work, and play. With a growing workforce, top educational
facilities, low cost of doing business, high quality of life, and prime location and climate, the city is an
attractive choice for companies looking to expand their operations.

Major employers in Fort Worth include AMR/American Airlines (1), Lockheed Martin, JPS Health Network,
Cook Children’s Healthcare System, Tarrant County, NAS Fort Worth Joint Reserve Base, Fort Worth
Independent School District, Texas Health Harris Methodist Fort Worth Hospital, Alcon Laboratories.
Manufacturing and distribution remains an important part of the Fort Worth economy. The list of companies
in distribution and manufacturing operations include Acme Brick, Alcon Labs, Allied Electronics, ATC
Logistics & Electronics, Cinram Wireless, Haggar Clothing, Federal Express, J.C. Penney’s, Mother Parker’s
Tea and Coffee, Coca-Cola Enterprises, Ben E. Keith Co., MillerCoors LLC, Q-Edge Corporation and
Williamson-Dickie.

Oil and gas production, driven by the Barnett Shale, has provided a number of economic benefits from
exploration, drilling and related activity. The economic impact of the Barnett Shale is estimated at over $65
billion in North Texas since 2001 and now supports, directly and indirectly, 100,268 jobs in 24 counties.
Emerging economic sectors include financial services, semiconductor manufacturing, communications
equipment manufacturing, corporate offices, and distribution. The City has recently added facilities from
Blue Cross Blue Shield of Texas, CUNA Mutual Group and Daimler Financial.

The City’s industry clusters remain diverse with trade, transportation, and utilities making up the largest
percentage of the Fort Worth-Arlington Metropolitan Division (MD) industry composition at 24%. Since 2010
trade, transportation, and utilites companies have grown by 1.9%, adding over 3,800 jobs to the area.
Government, education and health services, professional and business services, and leisure and hospitality
are also large sectors, comprising 14%, 13% and 11% of the workforce respectively.

The Fort Worth-Arlington MD boasts a strong labor force of over one million that continues to grow.
Although the recession has slowed much growth across the United States, the Fort Worth-Arlington MD has
experienced positive annual employment growth since summer 2010. The unemployment rate of 5.9% is
still less than the 6.3% state unemployment rate, or the 7.3% national unemployment rate through August
2013.

There are over 36,600 registered business firms in the Fort Worth-Arlington MD. Almost 50% of these
businesses are small to mid-size firms that employ anywhere from one to 249 individuals, which highlights
the continued importance of small business development. Large business firms with over 1,000 employees
make up nearly 30% of the area’s workforce.

TOURISM: Tourism is an important contributor to the local economy with over 5.5 million visitors per year.
The City benefitted from Super Bowl XLV, which sold out nearly every hotel room in downtown Fort Worth
during the City’s Super Week festivities leading up to the game itself. Rate averages were more than double
the norm according to a report by the Fort Worth Convention and Visitor's Bureau. More than 106,000
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people came to Fort Worth’s Sundance Square during the week leading up to the Super Bowl; nearly triple
the number of visitors Sundance Square typically sees on a weekly basis.

Sundance Square and Downtown Fort Worth, Inc. (DFWI) is a nonprofit organization dedicated to the
promotion and redevelopment of Downtown Fort Worth. Coordinated efforts by DFWI have resulted in new
entertainment, housing, and retail facilities throughout Downtown Fort Worth. The City joined this
partnership in 1995 with the creation of the Downtown Tax Increment Financing (TIF) District in order to
provide public infrastructure to support the private investment within this development.

The Alliance Texas development in far north Fort Worth continued its growth by adding more than 2,400
jobs over the past 12 months, one of its largest increases since the recession. Employment at the 17,000-
acres development, which includes the huge logistics park, subdivisions, shopping centers and the Circle T
Ranch, topped 30,000 in 2012.

Site Selection Magazine awarded Texas the 2012 Governor’'s Cup for having the most new and expanded
corporate facilities with the Dallas-Fort Worth-Arlington MSA ranked third among metro areas of one million
or more. Eligible private-sector projects must meet one or more of these criteria: an investment of at least
$1.0 million, creation of 50 or more new jobs or construction of new space of at least 20,000 square feet.
Texas led all states with 761 projects, 270 more than first runner-up Ohio. The rankings, which are
considered a benchmark by corporate real estate analysts, are based on new corporate location projects
and do not track retail or government projects, schools or hospitals.

CITY DEVELOPMENTS: LaGrave Field, home to the Fort Worth Cats minor-league baseball team, was
bought by an affiliate of the team's ownership group for $4.5 million, ending months of uncertainty about the
stadium'’s future. The 13.2-acre parcel includes the 5,200-seat stadium and adjacent land.

Baylor Health Care System and United Surgical Partners International Inc. are constructing a 77,000 square
ft., two-story surgical center in Fort Worth. The center will be located on the north side of Park Place
Avenue.

Moncrief Cancer Institute, which embarked on a $22 million building program in June 2011, dedicated a new
facility. The 60,000-square ft. cancer center, at 400 W. Magnolia Ave., includes support services for the
uninsured, a Community Survivorship Clinic, a fithess center and an education center. The not-for-profit
organization is affiliated with the University of Texas Southwestern Medical Center at Dallas and serves
about 30,000 people annually.

NGC Renewables, the North American subsidiary of a large Chinese manufacturer of wind turbine
equipment, closed its deal to buy 18.6 acres at U.S. 377 and Texas 170 in the Alliance development in far
north Fort Worth for a $96 million facility housing its headquarters and factory.

HCA North Texas is building a $71 million hospital near Interstate-35W and North Tarrant Parkway. The
new full-service hospital will have an emergency room and 30 beds initially. The hospital will have more than
140,000 square feet and also include surgical services, imaging, endoscopy, a medical/surgical unit and an
intensive care unit (ICU). HCA North Texas plans to start construction in November 2013 with an expected
completion date fourth quarter, of 2014.

Fort Worth-based Cook Children's Medical Center plans a medical office building and surgery center in the
Walsh Ranch development that straddles Tarrant and Parker counties. The facilities will be among the first
commercial uses in the 7,275-acre development that's expected to transform the sprawling historic cattle
ranch into a community of luxury homes, an extensive trail system, parks, offices, shops and restaurants.

Wal-Mart hosted a grand opening ceremony for its store in Renaissance Square, a shopping center under
construction in Mason Heights, along U.S. 287 near East Berry Street, between Vaughn and Mitchell
boulevards. Wal-Mart is the first of several stores and restaurants planned for the shopping center. The Wal-
Mart store features a full line of groceries, a bakery, deli, fresh meat and produce sections, beer and wine.
The store has 30 merchandise departments, a garden center, pharmacy and digital photo processing
center. Subway and First Convenience Bank have locations in the store. About 100,000 square feet of
space is under construction just west of the Wal-Mart and will house six or seven other retailers beginning
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summer 2013. Ross Dress for Less, Marshalls, Shoe Carnival, Dots, rue21, Dollar Tree, Rainbow Fashion,
McDonald's, 7-Eleven, Jack in the Box, GameStop, T-Mobile and RadioShack are among the retailers
committed to the center. Additional small shop space is under contract to a number of restaurants along
Berry Street as well.

Construction began on a long-planned medical office building in Midtown at the northeast corner of Forest
Park Boulevard and Rosedale Street. The 60,000-square ft., four-story building is being developed by
Raymond Management Co., a Wisconsin hotel company that bought the 9.9-acre site in 2007 from Fort
Worth's Trademark Property Co., the original developer. Raymond was originally going to develop two
hotels in Midtown but ended up taking on the entire project. Hilton Garden Inn opened in May 2012, and a
Homewood Suites will open summer 2013. The medical office building is under construction and tenant
finish out is to begin 2014.

An eight-acre site along the Trinity River in the Edwards Ranch development in southwest Fort Worth will be
home to the fourth physician-owned hospital in the Metroplex to be built by Forest Park Medical Center.
Construction has started on the $140 million, 150,000-square ft. facility, which is slated to open in mid-2014.
The three-story Fort Worth hospital will be along the Clear Fork of the Trinity River and the Chisholm Trail
Parkway, which is under construction, near Bryant Irvin Road. The facility will feature a limestone exterior
and blend in with the rise of the riverbank. The hospital will have 48 private inpatient beds, including VIP
suites for relatives, six intensive care beds, 12 operating suites, two special-procedure rooms and an
emergency room. The project, financed with $30 million in private equity, will employ workers for about 300
full-time equivalent positions.

Victory Healthcare, a Woodlands-based company, plans to build a $51 million medical center at the
northwest corner of South Main Street and Pennsylvania Avenue in Fort Worth. The center would add about
140 jobs to the city when the project is completed. Victory Medical Center Fort Worth will include an 85,000
square ft., three-story medical center and an office building with at least 50,000 square ft. on the 6.5-acre
site.

Hillwood Properties announced plans to construct a speculative 1.2 million square ft. industrial building as
part of its Alliance Center North project. The building will be at the northeast corner of Interstate 35W and
Eagle Parkway in far north Fort Worth.

Hydradyne, a major distributor of industrial equipment, relocated its headquarters from New Orleans to Fort
Worth’s CentrePort business park south of DFW Airport. The company will have more than 100 employees
in its new 175,000 square ft. facility at 15050 FAA Boulevard.

Wal-Mart is considering leasing a 788,000-square ft. building at 5300 Westport Parkway for an online
fulfillment center. Under its proposed agreement, it would bring 275 full-time-equivalent jobs to the center by
Dec. 31, 2017. At the Fort Worth center, it proposes investing up to $30 million in business personal
property. Wal-Mart has told the city that it will sign a 15-year lease with a 20-year option.

Carolina Beverage, a major beverage maker and packager, proposes leasing a 400,000-square ft. building
at 13300 Park Vista Blvd. for a manufacturing and distribution center. It would hire at least 225 full-time-
equivalent people by Dec. 31, 2018. Carolina Beverage proposes investing at least $5 million in capital
improvements. The company would also invest at least $36 million in business personal property. Carolina
Beverage has told the city that it intends to sign a 15-year lease with two 10-year options.

A $58 million expansion of the emergency department at Texas Health Harris Methodist Hospital Fort Worth
was topped out with a ceremony that included the announcement of a new name, the Marion Emergency
Care Center. The naming recognizes Anne Marion, president of the Burnett Foundation, a lead donor on the
project along with Texas Medicine Resources, the Texas Health Harris Methodist Hospital Fort Worth
Auxiliary, Amon G. Carter Foundation, Preston M. Geren family, and Crystelle Waggoner Trust. The three-
story, 75,000-square ft. facility is expected to open in January 2014. It nearly triples the size of the hospital's
existing emergency department and increase patient beds from 63 to 90.

Our Nation’s Best Sports, a Fort Worth-based firm that buys and distributes sporting goods to more than
300 retailers, has completed its deal to buy a nearly 14-acre site off of Fossil Creek Boulevard, where it will
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begin building a 60,000-square ft. office and distribution center. The company will consolidate two offices at
the new location, and will have 43 employees.

Greystar Real Estate Partners, one of the nation’s largest apartment owners and developers, is planning a
$50 million project in the city’s Linwood neighborhood, a World War ll-era community off the burgeoning
West Seventh Street corridor. Greystar plans to buy 24 vacant duplexes in a 5.1-acre area between Carroll
and Foch streets and Azalea Avenue and Merrimac Street, and replace those with 22 three-story row
houses facing Carroll Street and four three-story and four-story apartment buildings with 352 units. The
brick-and-stucco buildings will feature stoops, front yards and tree-lined streets with pull-in street parking, in
addition to a 500-space garage. The community will have a public park, as well as a resort-style pool and
outdoor resident dining area. The development has closed and construction is underway. The developers
also plan to add a pavilion in Jesse Sandoval Park and work with the neighboring Fellowship Church to
reconstruct Mercedes Street.

Cellphone pioneer Motorola opened a Texas manufacturing facility that will create 2,500 jobs and produce
its new flagship device, Moto X, the first smartphone ever assembled in the United States. Each phone is
custom made, from the color on the back to the buttons on the side and even the software loaded on the
factory floor. The building along the Alliance Corridor in far north Fort Worth sat empty until this spring after
Nokia moved out years ago.

MISCELLANEOUS: Water, sewer and solid waste services are furnished by the City of Fort Worth and
natural gas service is provided by Atmos Energy. Electricity, telephone and other service utilities are
provided by various providers.

The Fort Worth Public Library system consists of a Central Library, 13 branch libraries and two satellite
libraries that are located in public housing developments. Additionally, the City has inter-local agreements
with six of the surrounding suburban communities to share library resources and services. The Central
Library, open 52 hours and seven days a week, is the flagship of the system. Branches operate 40 hours
each week including Saturdays.

In December 2011, the City Council adopted the 20/20 Vision Master Plan for the Library which charts
future facility and service needs. Service priorities for FY2014 are educational support in the form of early
literacy/ youth / teen services, workforce development, genealogy and local history and technological
enhancements. The Library’s 5 Year Vision is recognized as the best place for materials to support
pleasure/recreation, learning and information and to showcase the diversity and history of Fort Worth
through materials, classes, programs and exhibits. The library system circulates more than 4 million library
materials annually; provides computers at all facilities with informational databases and the Internet;
answers questions; supports a website with downloadable audios, videos, e-books, and other online
services; offers educational, cultural, and early literacy programming; and serves as a gathering place and
destination for the local neighborhoods.

More than 400 churches with 45 denominations and synagogues in Fort Worth contribute vitally to the lives
of city residents. The city is also world-famous for its many museums. The Fort Worth Convention Center
offers exhibit and meeting space of over 185,000 square feet, including a 14,000 seat arena. Will Rogers
Memorial Center is located in the heart of Fort Worth’s Cultural District and includes Will Rogers Coliseum
Auditorium, the new Multi-Purpose Equestrian Center and Amon G. Carter Jr. Exhibits Building.

The Nancy Lee and Perry R. Bass Performance Hall, now recognized as one of the best performance halls
in the world, is a state-of-the-art $70 million performing arts hall funded entirely from private donations.
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CITY OF FORT WORTH BUILDING PERMITS

Fiscal Number of Building Permits by Type

Year

Ended New * New Additions Remodels  TOTAL
9/30 Residential Commercial PERMITS
2003 7,369 615 1,270 2,459 11,713
2004 10,120 712 1,142 2,972 14,946
2005 9,283 786 753 2,857 13,679
2006 11,148 672 897 3,156 15,873
2007 6,862 866 802 3,430 11,960
2008 5,351 1,076 1,030 4,351 11,808
2009 3,756 597 981 4,346 9,680
2010 3,891 669 819 4,595 9,974
2011 3,433 721 949 4,707 9,810
2012 3,861 779 788 4,575 10,003

Source: Planning and Development Department, City of Fort Worth, 2012.

*Includes multi-family, pools and other improvements.

CITY OF FORT WORTH BUILDING PERMITS (CONTINUED)

Fiscal Dollar Value of Building Permits

Year
Ended New New Additions Remodels TOTAL
9/30 Residential Commercial VALUE
2003 $779,168,894 $607,352,716  $99,808,646 $124,896,111 $1,611,316,367
2004 $928,075,900 $440,642,153  $85,169,764 $238,176,443 $1,692,064,259
2005 $1,075,285,010 $493,645,116  $62,541,119 $166,658,838 $1,798,130,083
2006 $1,437,198,834 $650,999,578  $30,557,422 $155,053,608 $2,273,829,441
2007 $968,052,419 $1,016,567,625 $54,856,877 $176,590,429 $2,216,067,350
2008 $654,418,116 $1,115,953,916  $82,493,604 $333,482,697 $2,186,348,332
2009 $415,957,553 $530,521,519 $177,397,373 $363,419,136 $1,487,295,581
2010 $449,663,304 $740,594,972  $95,498,713 $392,421,899 $1,678,178,888
2011 $395,395,022 $573,784,677 $144,681,007 $238,577,958 $1,352,438,664
2012 $432,754,592 $629,082,573  $65,067,950 $328,012,060 $1,454,917,176

Source: Planning and Development Department, City of Fort Worth, 2012.
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Housing Tenure

152

116

Owner-Occupied

Occupied Housing Units: 268,919

LABOR FORCE ESTIMATES

City of Fort Worth
Civilian Labor
Force

Unemployed
Percent of
Unemployed

Dallas/Fort Worth
Arlington MSA
Civilian Labor

Force

Unemployed

Percent of
Unemployed

Tarrant County
Civilian Labor
Force
Unemployed
Percent of
Unemployed

Rentar-occupied

Average Average Average Average Average Average Average Average
Annual Annual Annual Annual Annual Annual Annual Annual
2011 2010 2009 2008 2007 2006 2005 2004
350,384 337,366 329,318 320,814
311,466 308,087 297,953 292,922

28,043 28,538 25,947 16,534 14,058 15,476 16,102 21,263
8.0% 8.5% 7.9% 5.2% 4.5% 5.0% 5.4% 7.3%
3,286,653 3,211,927 3,162,378 3,137,419 3,099,054

3,072,426 3,020,251 2,975,490
256,529 265,976 248,128 156,352 132,946 147,519 157,159 173,623
7.8% 8.3% 7.8% 5.0% 4.3 % 4.8% 5.2% 5.8%
934,168 908,651 898,086 884,611 873,142

863,479 849,320 835,485
73,065 75,124 69,482 43,295 37,270 41,094 43,609 46,646
7.8% 8.3% 7.7% 4.9% 4.3 % 4.8% 5.1% 5.6%

™ The Texas Workforce Commission's methodology changed in January 2005.
Average Annual information has been restated for prior year MSA and County
information, but has not been restated for the Cities. As a result prior years for
the City may not be accurate. Source: Texas Workforce Commission, 2012.
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CITY OF FORT WORTH EXTRATERRITORIAL JURISDICTION AND ANNEXATION POLICY

Under the provisions of State law, incorporated cities in Texas have the power to exercise certain controls in
unincorporated areas adjacent to their city limits. For a city the size of Fort Worth, these adjacent areas
extend a distance of five (5) miles from its city limits. This adjacent unincorporated area within five miles is
known as the extraterritorial jurisdictional area (“ETJ”).

PERSONAL INCOME AND BUYING POWER

Total Effective Median
Entity Buying Income Household
Fort Worth $11,433,323,713  $47,399

Tarrant County  $32,202,859,214  $52,789
Source: U.S. Census Bureau, American Community Survey, 2011.

HOUSEHOLD INCOME

Fort Worth Tarrant County
Less than $15,000 to $34,999 38.6% 33.3%
$35,000 - $49,999 13.6% 13.6%
$50,000 and over 47.8% 53.1%

Source: U.S. Census Bureau, American Community Survey, 2011.

THE MUNICIPAL AIRPORT SYSTEM: Fort Worth has a long-standing commitment to aviation. From the
landing of the first airplane in Fort Worth in 1915 to today, Fort Worth has understood and served the needs
of the aviation industry. The City is home to Lockheed, American Airlines, Bell Helicopter-Textron, Naval Air
Station Joint Reserve Base Fort Worth and hundreds of other aviation related businesses. Dallas/Fort Worth
International Airport, owned jointly by the two cities and operated by the Dallas/Fort Worth International
Airport Board, stands as a symbol of excellence to which the City is committed.

An integral part of this dedication is exhibited by the City of Fort Worth's Aviation Department which consists
of three municipal airports. These airports and their individual characteristics are as follows:

Fort Worth Meacham International Airport

Operated since 1925

-- 7,500 ft. runway, 3,677 ft. crosswind runway, 4,000 ft. parallel runway
-- FAA flight control tower, with Instrument Landing System ("ILS")

-- 24-hour aviation fuel services

-- Major/minor maintenance

-- Hangar rental space for large and small aircraft

-- Located in North Fort Worth

--Award winning Fixed Based Operators

Spinks Airport
Opened in summer of 1988

-- 6,000 ft. runway, 4,000 ft. runway

-- FAA flight control tower, with ILS

-- Fixed Based Operator

-- Serving general and corporate aviation

-- Flight training

-- Site for hangars available

-- Located in Interstate 35 South Industrial Corridor
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Alliance Airport
Opened in winter of 1989

-- 9,600 ft. runway, with ILS, 8,200 ft. runway

-- FAA flight control tower, with ILS

-- Fixed Based Operator

-- 24-hour aviation fuel services

-- Serving general and industrial/manufacturing cargo aviation

-- Nine square miles of airport property available for development
-- Near developing high-tech industrial center

-- Located in Interstate 35 North Corridor, with rail access

EMPLOYEE RELATIONS: Under the laws of the State of Texas, municipal employees cannot strike, be
forced to join a union, pay dues for union membership, or collectively bargain for wages, hours or working
conditions; however, they may form associations for the presentation of grievances. State law, however,
provides for local referenda on collective bargaining for police and firefighters. Pursuant to prior elections,
police officers have the right to meet and confer and firefighters have the right to collectively bargain with the
City, each group through their own recognized associations, under the State’s laws. Overall, employee
relations are considered by the City to be good.
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FORT WORTH

An Open Letter to the Citizens of Fort Worth

Creating a Vision for the Future

Fort Worth City Council in June of every year begins priority planning — a process to deal proactively
with the many opportunities and challenges facing the community. This planning will help guide the
activities of citizens, council and staff for the next five years. From this, a guide has been developed that
we call the “Fort Worth Strategic Goals.”

The strategic goals will enable the City Council to:

e Better understand Fort Worth’s cultural heritage

e Have a consensus on values, vision and a mission for the future

e Translate the vision into an action plan

e Prioritize the use of limited city resources

e Support staff and community groups in focusing efforts on the vision and priorities

City Council will refine and adjust the strategic plan, as circumstances change. Overall, the City of
Fort Worth will concentrate on five top-priority strategic goals for fiscal year 2014. This strategic goals
report is intended to provide a clear and concise statement about where the City Council wants Fort
Worth to go over the next five years and to stimulate broader discussion of the important issues facing
Fort Worth now and in the future. A number of ongoing administrative and community processes will
make the goals reality.

The strategic goals describe:

e What City Council desires to be accomplished over the next five years
What Council would like Fort Worth to be doing differently

What the impact will be to the citizens

What challenges and opportunities must be addressed

How the City’s efforts will be measured

In Fort Worth, the City continues to take a lead role in identifying and addressing community needs.
As in the business sector, the role of government is evolving. The City of Fort Worth will continue to
address community problems through the most appropriate methods possible, including partnership
arrangements, brokering of services from agencies, contracting for services and other solutions. Success
will require the assistance, support and partnership of the entire community.

Betsy Price, Mayor

Salvador Espino, W. B. “Zim” Zimmerman, Danny Scarth,
District 2 District 3 District 4
Gyna Bivens, Jungus Jordan, Dennis Shingleton,
District 5 District 6 District 7
Kelly Allen-Gray, Joel Burns,

District 8 District 9
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FORT WORTH

October 1, 2013

Honorable Mayor and Members of the City Council
City of Fort Worth, Texas

| am pleased to present you with the Fiscal Year 2014 (FY2014) Adopted Budget—a budget
that is, without a doubt, the product of many difficult choices made through a dynamic and
collaborative process of looking at the City’s financial health from both short- and long-term
perspectives. While our local economy is certainly improving, and for that we are grateful,
limited financial resources continue to restrain the parameters within which the City must
operate. Faced with an estimated shortfall of nearly $41 million early on in the budget
development process, we knew tough decisions and comprehensive adjustments to align our
spending within available resources would be required. Hence, | deemed this year’s budget the
“alignment budget.”

With guidance from the City Council, staff pursued a deliberate approach of identifying
opportunities that would help balance the budget for the coming fiscal year while also putting the
City on solid financial footing going forward. Staff took great care to make sure any budget
proposals would have as minimal impact as possible on the community and City staff, without
requiring the need for a property tax rate increase.

Ultimately, the fruit of these efforts is a FY2014 Adopted Budget that is balanced with the use of
only $7.7 million of fund balance. In addition, our property tax rate remains stable at $0.8550 per
$100 of assessed valuation.

Totaling $1.4 billion overall, nearly 39.5% (or $572,935,411) of the FY2014 adopted budget
reflects the cost of General Fund activities such as public safety, parks and community services,
transportation and public works, planning and development, public libraries and general
management of the City. The remainder reflects the cost of the activities and operations of our
Enterprise, Insurance, Internal Service and Special Funds. The FY2014 Adopted Budget also
includes 6,359.25 authorized positions (AP)--a net decrease of 101.80 AP from the FY2013
adopted budget.

Arriving at the Adopted Budget we have today was a very time-intensive and arduous process.
However, addressing the issue of the City’s long-term financial stability today is paramount to
being able to provide the highest quality of services and programs for our citizens in the future.

With that in mind, | present to you the City of Fort Worth’s FY2014 Adopted Budget. | appreciate
your diligence throughout this budget process, along with the hard work of our dedicated staff.

Respectfully submitted,

Tom Higgins
City Manager
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EXECUTIVE SUMMARY

The Fiscal Year 2014 (FY2014) Adopted Budget is the product of many difficult choices made
through a dynamic process of looking at the City’s financial health not only for the coming year,
but well into the future. While Fort Worth is fortunate enough to continue reaping the benefits of
a slowly recovering economy, limited financial resources continue to set the parameters within
which the City must operate.

OVERVIEW

The adopted FY2014 budget totals $1.4 billion and consists of 20 different operating
departments and four appointed officials, including the General Fund, Enterprise Funds, Internal
Service Funds, Special Funds and Insurance Funds. Of the total budget, nearly 39.5%, or
$572,935,411, reflects the cost of General Fund activities such as public safety, parks and
community services, transportation and public works, planning and development, public libraries
and general management of the City. The citywide budget includes 6,359.25 authorized
positions (AP), which is a net decrease of 101.8 AP from the FY2013 adopted budget.

Significant AP transfers from the General Fund to other funds include 10.0 AP from the Parks
and Community Services Department for the Late Night Program at five Community Centers
and 6.0 AP from the Police Department for the School Security Initiative Program, both going to
the Crime Control and Prevention District (CCPD). General Fund position reductions in the
adopted FY2014 budget include a total of 119.5 AP the most significant of which are 46.0
vacant positions in the Police Department, 24.0 vacant positions in the Fire Department, 15.5
AP in Transportation and Public Works, 14.0 AP in Planning and Development, 7.0 AP in
Municipal Court, 4.0 vacant AP in Code Compliance, 4.0 AP in Parks and Community Services
and the remaining 5.0 AP from other Departments. General Fund position increases in the
FY2014 budget include a total 8.0 AP, of which 5.0 AP are for the conversion of two filled senior
accountant and three filled accountant positions to permanent status in the Financial
Management Services Department and 3.0 AP to staff the newly created performance
management program and implement training that supports the continues improvement and
lean government initiative in the Human Resources Department.

BUDGET DEVELOPMENT PROCESS

The FY2013 budget was developed from a maintenance perspective, reflecting the careful
efforts of staff to be responsive to the Fort Worth City Council’s goals and objectives and to the
community’s needs and desires while staying within the tight parameters of available funding.

While the City has worked in FY2013 to identify new efficiencies, the maintenance budget did
not address the long-term financial gap facing the City. Therefore, the FY2014 adopted budget
was termed an alignment budget. It is centered around comprehensive adjustments to right-size
spending and ensure the City operates within its means. The goal is to make sustainable
changes to the budget now in order to sustain investments in the City’s infrastructure, services
and operations and employees going forward.

With guidance from the City Council, staff took the deliberate approach of recommending
service reductions and program eliminations not only to balance the budget for the coming fiscal
year but also to help build a solid, long-term financial plan. Staff has done their best to make
sure these decisions have as minimal impact as possible on the community and City staff,
without need for a property tax rate increase.
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Staff began the FY2014 budget process early by presenting Council with FY2012 year-end
budget performance results on Dec. 11, 2012, including key information on debt expenditure
trends, capital program results and gas lease proceeds. On Feb. 21, 2013, Council was updated
with a first quarter FY2013 financial presentation, while staff began discussions on the impact a
10% across-the-board budget reduction would have for each individual department of the
General Fund in order to build an alignment budget for FY2014. Staff provided both an Informal
Report and full Financial Management Report for the second quarter of FY2013 on May 21,
2013 to keep both the City Council and the public up-to-date on the current year’s financial
status, capital project accomplishments and departmental performance.

As welcome as the revenue uptick has been, in reality, the cost of providing even the same level
of City services continues to increase. Beyond that, maintenance needs are growing, as
reflected by the eight new acres of parkland and 25 new lane miles of roadway added in the
past year. The City’s population also continues to grow, putting further demand on existing
services and infrastructure. After combining these factors with higher costs for employee and
retiree healthcare benefits, fund balance reserve requirements and debt service payments, the
City was faced with a significant General Fund budget shortfall for FY2014.

City staff set out to address this challenge by relying on the following six “Guiding Principles:”

Balance the budget without a tax rate increase

Invest more in infrastructure by shifting one cent of the property tax rate from operations
and maintenance to debt service

Minimize budgetary impact on citizens

Maintain the City Council’s fund balance requirement of 10% of the General Fund

Align the current gap between expenses and revenues beyond FY2014

Invest in employees
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It is always challenging to balance resources with needs. Accordingly, as staff worked to close
the budget gap, citywide expenditure and revenue opportunities, individual programs and
existing service levels were all thoroughly evaluated and, in addition to the guiding principles,
proposals for both enhancements and reductions were assessed on their alignment with
meeting the core objectives of the Management Plan again for FY2014.

The Management Plan, developed by City staff, was designed to help guide Fort Worth in
meeting the three “Management Priorities:” ensured financial health; retention of a highly skilled
and diverse workforce; and efficient uses of land, infrastructure and public services. To meet
these three management priorities, five “Core objectives” have also been identified:

Be a well-managed organization
Build strong neighborhoods
Develop a sound economy
Foster a healthy environment
Provide a safe community

abrwnN =

Beginning with the FY2012 budget and continuing through this year, these core objectives have
been a useful measure for allocating limited resources among competing needs.

Ultimately, the fruit of these efforts is a FY2014 adopted budget that is balanced. While staff
initially anticipated needing approximately $40.8M in fund balance to balance the budget,
improvements in revenue forecasts, tough reduction cuts and cost savings, has reduced this to
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only $7.7 million of fund balance. Consequently, the City is positioned to realize greater financial
stability in the years to come.

Again, there is no change in the adopted property tax rate of $0.8550 per $100 of assessed
valuation. The only approved change to the property tax is the reallocation of one cent from the
General Fund operations and maintenance to debt service. Staff continues to review and
adhere to policies set by the City Council when making budgetary and operational decisions and
will continue to utilize opportunities to reevaluate existing directives for their applicability to the
FY2015 budget.

SIGNIFICANT ISSUES

Before highlighting specifics of the FY2014 budget, included below are a couple of topics that
received significant attention during the budget development process—funding for other post
employment benefits (OPEB) and public safety contract negotiations.

Other Post Employment Benefits (OPEB). OPEB addresses the City’s liability for retiree
healthcare benefits. In FY2009, the City established a trust fund to address the growing retiree
healthcare unfunded liability. As with the City’s pension obligation, an actuarial valuation was
completed on the retiree healthcare benefit and based on guidance from the City's Financial
Advisers, Council approved a 20-year funding horizon. However, based on changing favorable
factors and available alternatives, staff recommended not increasing the OPEB contributions for
FY2014 for any funds, which equates to a $7 million savings collectively of which $5.2 million is
the General Fund’s portion. Staff will hold the $14 million transfer made to the OPEB Trust in
FY2013 constant for the coming fiscal year. Recommendations on changes to the 20-year plan
were made to the City Council during budget deliberations.

Public Safety Contract Negotiations. The Council approved a new Police Meet & Confer
contract in March 2013, which extends through September 2016 and provides pay raises of
1.0% for 2013-2014, 2.0% for 2014-15, and 1.0% at the beginning of the 2015-2016 year with
an additional 2.0% in the middle of that year. Other contractual provisions include changes to
educational requirements and assessment center evaluations for certain promotions,
disciplinary investigation processes and recruitment standards for officers currently working for
other law enforcement agencies.

In November 2007, the citizens of Fort Worth voted to give collective bargaining rights to
firefighters. The first Firefighter Collective Bargaining Agreement negotiations began a year later
and were approved by City Council in April 2010. The current agreement expires on September
30, 2013 and will remain in effect during the “evergreen” period until a new agreement is
reached or until September 30, 2014, whichever comes first. Current negotiations between the
Fort Worth Professional Firefighters Association and the City began in November 2012 and are
still underway. During the FY2014 evergreen period, no changes to salary or other contractual
obligations are anticipated unless a new agreement is reached. Because negotiations are still in
progress, it is too soon to determine if any definitive financial impact will result from contract
changes but negotiated stipulations involving salary and benefits, hiring procedures or even
disciplinary actions and contract grievances could potentially affect the FY2014 and other future
budgets.

MAJOR FUNDING AND ORGANIZATIONAL CHANGES
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FUNDING CHANGES

Changes to the FY2014 budget reflect the challenges presented as the City strives to continue
providing its citizens with high levels of services while operating within constrained budget
parameters. These changes include program improvements necessitated by contractual,
statutory and other obligations, along with program reductions to address the budget gap and
changes in service needs.

Program Improvements. Although the City faces significant financial challenges in FY2014
towards closing future gaps, staff still recognizes that providing essential public programs and
required levels of service may necessitate program improvements even in the most challenging
of times. Therefore, $3.0 million in program improvements for the General Fund, and $1.3
million in program improvements for Other Funds have been included in the adopted FY2014
budget. The significant majority of these improvements are contractually or statutorily mandated
and, as mentioned previously, each of these improvements promotes one or more of the City’s
five core objectives from the Management Plan.

Program Reductions. To address the budget gap and ensure that essential public services
have the necessary resources to meet performance goals and citizen expectations, funding
decisions among competing needs is inevitable. Of the more than $26.6 million initially identified
in potential reductions, $16.5 million in General Fund reductions have been included in the
adopted FY2014 budget. These competing needs were evaluated in every attempt to maintain
acceptable citizen service standards, and avoid eliminating critical programs if objectives could
continue to be met at a reduced cost.

Risk Management Transfers. The Risk Management Fund was established to provide services
to General Fund departments and other funds for resources based on a fee structure for the
City’'s commercial and self-insurance programs, claims and litigation management, and
subrogation programs. As a special trust fund according to the City Council-adopted Financial
Management Policy, the Fund should have a minimum balance of 25% of the annual adopted
expenditure budget for this fund. The Fund’s reported fund balance at the beginning of FY2013
according to the Comprehensive Annual Financial Report (CAFR) exceeded $16.2 million.
Therefore the determination was made to eliminate the Risk Management Fund transfer
organization-wide for FY2014 collectively providing savings of that $7 million to all funds, $4.2
million of which represents the General Fund portion. Risk Management Fund transfers are
anticipated to resume in FY2015. The anticipated excess fund balance at the end FY2014 is
$3.4 million, which is 49% of the expenditure budget for this fund.

Chapter 380 Economic Development Agreements. Chapter 380 agreements, made in
accordance with Texas Local Government Code 380, may be used as a gap-financing tool and
are proposed by the City Council to serve as local grants to reimburse private developers for a
range of expenses that may otherwise render projects financially unfeasible. Public support of
these projects vyields significant positive impact to the community and neighborhoods
surrounding the project. During FY2013, funding was budgeted for 21 projects at $11.2 million.
For FY2014, two additional projects are expected to come online with additional funding of
$460,000 included in the FY2014 adopted budget to satisfy all the projected agreements for the
coming fiscal year.

Vehicles and Specialized Equipment. To address the mission critical needs of the City in the
area of vehicles and heavy equipment, funding has been maintained, while at reduced levels,
for fleet replacements and acquisitions in the amount of $1.2 million for the General Fund and
$3.7 million for Other Funds.
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ORGANIZATIONAL CHANGES

The FY2014 budget includes a few major changes to the City’s organizational structure,
including the following:

The Stormwater Utility Fund transferred six existing senior customer service
representative positions to the Water Department for the consolidation of billing, call
center and customer services mid-year in FY2013. Personnel and other costs related to
this transfer are being moved between the departments in FY2014.

The Transportation and Public Works Department (TPW) transferred five positions to the
Planning and Development Department for the reassignment of permitting functions
during FY2013. Personnel and other costs related to this transfer are being moved
between the departments in FY2014.

The City Manager's Office transferred nine existing positions to the Financial
Management Services Department for the realignment of the Budget and Research
Division.

The Parks and Community Services Department transferred ten existing positions to the
CCPD in conjunction with the Late Night Program.

The Police Department transferred six existing positions to the CCPD for the
reassignment of three officers each from the Narcotics Unit and Traffic Division to the
School Security Initiative Program.

The Office Services Fund transferred three existing positions to the Financial
Management Services Department for the realignment of the Mailroom.

The Information Technology Department added six authorized positions to allow the
creation of an internal hardware computer services support function, which will allow the
elimination of the outsourced computer support contract currently in place.

GENERAL FUND REVENUES

Unlike other parts of the country, the economic outlook for Fort Worth is encouraging with both
property tax revenue and fee income continuing to grow. Revenue growth not only enables City
staff to implement the FY2013 budget priorities; it also allows us to cover overages in General
Fund costs while contributing a small amount to the City’s fund balance.

Adopted General Fund Revenue Budget

FY2013 FY2014 Percent Dollar
Adopted Adopted Change Change
$543,044,058 $565,197,713 4.1% $22,153,655

PROPERTY TAX
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The City receives a significant portion of its revenues (approximately 52% of the FY2014
adopted revenue budget) from property taxes assessed on real and personal property. City
staff works with appraisal districts from Tarrant, Wise, Parker and Denton County to prepare
property tax revenue projections. By State law, each appraisal district is responsible for the
valuation of all property within its jurisdiction. The certified property tax rolls received from all
four districts in July 2013 showed an increase in the City’s property tax base. The increases
from the July 2012 certified property tax roll to the July 2013 certified property tax roll include a:

= 2.7% growth in adjusted net taxable property value

» 1.6% increase in property exemption values

* 14.3% increase in net taxable values for new residential construction

= 24.3% increase in net taxable values for new commercial construction

When updating the five-year financial forecast and preparing the presentation for City Council,
staff analyzed many of the factors affecting property tax revenue, including anticipated
population growth, historical change in values for residential and commercial properties, current
and projected permitting data, the impact of foreclosures, as well as exemptions and protests.
Staff also evaluated the allocation of the levy amount, and resulting availability of revenue for
operations and maintenance (O&M) as compared to the amount available to repay the City’s
debt. The reallocation for FY2014 of one cent from the General Fund O&M to debt service was
incorporated in keeping with the City Council’s previous commitment to build capacity for capital
projects. This shifts approximately $4.2 million in revenue, but does not change the combined
property tax rate from $0.8550 per $100 of assessed valuation. Based on the historical
collection rate, staff also increased the collection rate assumption from 98.0% in FY2013 to
98.5% for FY2014.

Subsequent to the reallocation of the one cent, the General Fund portion is expected to yield
approximately $286.3 million in FY2014 and is based on a levy amount of $0.6759 per $100 of
assessed valuation. The debt service amount is expected to yield approximately $75.9 million,
which will allow the repayment of all current and proposed debt obligations, and is based on a
levy amount of $0.1791 per $100 of assessed valuation.

SALES TAX

At approximately 21% of the General Fund FY2014 adopted revenue budget, sales tax
collections are a major revenue component. Improving economic conditions in FY2013 are
proving promising as monthly sales tax collections have been higher than projected and higher
than prior year actual receipts throughout the first nine months of the fiscal year. Current data
suggest substantial collection growth in retail and wholesale trade are driving sales tax growth.
In Texas, the Comptroller's Office reported that statewide collections for June were 9.2% higher
than the previous year.

Among large Texas cities, Fort Worth is continuing a positive trend with year-to-date received in
sales tax revenue up 6.6% over the same period last year. June 2013 receipts signaled a $6.9
million increase in FY2013 sales tax revenue compared to budget projections. There were no
significant audit adjustments in FY2013, and the City continues to follow the 20-year
incremental repayment plan agreement with the State Comptroller to refund the $9.3 million in
audit adjustments identified in FY2011.

GENERAL FUND EXPENDITURES
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Adopted General Fund Expenditure Budget

FY2013 FY2014 Percent Dollar
Adopted Adopted Change Change
$583,836,315 $572,935,411 (1.9%) ($10,900,904)

General Fund expenditures continue to outpace revenues due to a variety of factors, including
group health increases, program improvements and rising supply and service costs. As it did in
FY2013, the General Fund will use $7.7 million of excess fund balances to close the funding
gap for FY2014.

Salary and Benefits Changes. In keeping with the City’s commitment to invest in its
employees, the following salary and benefits changes are included in the FY2014 budget:

» Salary increases for sworn officers as stipulated by the Meet and Confer contract

= A 5% average salary increase for one month of the fiscal year (September 2014) for
general employees

» A 2.7% increase in health insurance premiums for both the City’s contribution and those
for active employees and retirees

BUDGET HIGHLIGHTS

The FY2014 adopted budget includes reductions along with a minimal number of
enhancements. Included below are highlight of those changes listed by service group.

As a note, two of the four Infrastructure Services departments, Water and Aviation, are
addressed in the Enterprise Funds section along with the Stormwater Utility and Municipal
Parking Funds. The Capital Projects Service, Environmental Protection, Lake Worth and Red
Light Enforcement Funds are addressed in the Other Funds section.

PUBLIC SAFETY SERVICES GROUP

Code Compliance. The Code Compliance Department preserves and enhances public health,
welfare and safety through services that focus on education, prevention, compliance and
community partnerships. The FY2014 adopted budget decreases due to the elimination of four
positions.

Fire Department. The Fire Department, under the direction of the Fire Chief, currently has 42
stations in six battalions. The FY2014 adopted budget decreases due to the elimination of 24
vacant firefighter positions.

Library. The City’s library system consists of the Central Library, 13 branches, and two satellite
facilities. The Department is divided into two divisions, the Public Services Division and the
Operations Division. Significant changes to the FY2014 adopted budget includes increased
funds for health care costs and information technology services and equipment. In addition, the
budget reduces anticipated salary savings as the implementation of the FY2013 Shared
Management Staffing Plan has limited staffing levels.

Municipal Court. The Municipal Court is a court of record with five courtrooms located in the
historic A.D. Marshall Public Safety and Courts Building, two courtrooms and full payment
services located at the Southwest Municipal Court, a twenty-four hour/seven day a week
arraignment jail, Truancy Court and a six day a week satellite payment location. These courts
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have jurisdiction within the City’s territorial limits over all Class C misdemeanor criminal cases
brought under City Ordinances and the Texas Penal Code, as well as civil parking cases within
the City. The FY2014 adopted budget decreases due to the elimination of seven positions in
various sections of the department; however, negative impacts to the public are not anticipated
as duties will be reassigned.

Police Department. The Police Department (Department), under the direction of the Chief of
Police, develops and implements programs to deter crime and protect life and property within
the City of Fort Worth. The FY2014 adopted budget reflects the transfer of six positions to the
CCPD and the elimination of 46.0 vacant positions. Additionally, the revenue transfer from the
CCPD increases to pay the full cost of jail services with the City of Mansfield.

INFRASTRUCTURE AND ECONOMIC DEVELOPMENT SERVICES GROUP

Housing and Economic Development. The Housing and Economic Development Department
(HED) seeks to assist residential and commercial development through tax incentives, loan
programs, property redevelopment and other homebuyer and small business assistance
programs. Significant changes to the FY2014 adopted budget include the elimination of one
grant-funded assistant director position, resulting in the net transfer of 0.5 positions to grants
funding; elimination of the land agent position; elimination of one vacant economic development
specialist position, which was partially funded by both the General Fund and TIF funding;
reduction in funding for Tech Fort Worth; and fewer funds for appraisals and surveys.

Planning and Development. The Planning and Development Department seeks to make Fort
Worth the most livable city in Texas by promoting orderly growth and development, safe
construction and neighborhood vitality. In FY2013, the Department completed the first phase
implementation of a new citywide permitting system in record time, cutting nearly 10 months off
the standard implementation schedule. In FY2014, the Department will implement
comprehensive electronic plan reviews and pursue a complete reorganization of the
Development Division. The reorganization should result in more streamlined inspection services
and add efficiencies in customer service while holding costs to current levels even with minor
projected increases in permitting activities. In addition to this reorganization, the department’s
FY2014 adopted budget includes the elimination of nine positions and expenses that have the
least impact on service delivery in the Planning Division.

Transportation and Public Works. The Transportation and Public Works Department
manages the City’s traffic and pedestrian-orientated mobility. The most significant changes to
the FY2014 adopted budget for TPW include program reductions for contract street
maintenance, repair and maintenance materials, the scheduled maintenance program, and
funding for the energy savings performance contract. The adopted budget includes an
elimination of 15.0 positions and an additional net reduction of 0.5 of a position from the
elimination of an administrative position, in conjunction with the transfer of 50.0% of this
position’s job responsibilities to an existing position in the Environmental Protection Fund.

COMMUNITY DEVELOPMENT AND ADMINISTRATIVE SERVICES GROUP

Financial Management Services. The Financial Management Services Department is
responsible for providing timely and accurate financial, operational and management
information through a variety of functions. The FY2014 adopted budget increases primarily for
the transfer-in of two divisions--the Budget and Research Division and Mailroom Division from
the City Manager’s Office and Office Services Fund, respectively. This increase is offset by a
reduction in banking fees and consultants for the CAFR.
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Human Resources. The Human Resources Department administers the City’s compensation
and fringe benefits program; prepares and revises job classifications; administers recruitment
and selection processes; maintains employee records; and administers the Workers’
Compensation, Group Health and Life Insurance and Unemployment Compensation Funds. The
Human Resources staff will continue to look for ways to reduce health care costs, improve
employee health and wellness, and provide cost effective health care. The primary change to
the FY2014 adopted budget includes increased funding for training. This increase is offset in
large part by the elimination of one Human Resources analyst, transfer of 1.6 authorized
positions to other funds and decreased funding for contractual and temporary services.

Non-Departmental. Non-Departmental is a General Fund department that records all
expenditure items not exclusively within the programmatic responsibilities of a General Fund
department. Significant decreases to the FY2014 adopted budget include the elimination of the
City’s contribution to the Risk Management Fund for commercial, claims and litigation costs, the
elimination of one-time funding for the Fire retirees’ health benefits, the elimination of funding for
FY2013 City elections and a transfer of the James Avenue lease funding to the Debt Service
Fund. Non-discretionary costs, including retiree group health contributions, resulted in budget
increases. Additional increases are for one-time funding for the FY2014 Bond Election.

Parks and Community Services. The Parks and Community Services operations include the
maintenance of over 260 parks and public spaces encompassing over 11,660 acres, as well as
the provision of recreational and cultural activities, community assistance and educational
programming—all of which make Fort Worth a great place to live, work and play. Significant
decreases to the FY2014 adopted budget include the transfer of the Late Night program with
10.0 positions and a portion of the Comin’ Up Gang intervention program to the CCPD. Other
significant changes include an increase in the Fort Worth Zoo’s management contract with the
Fort Worth Zoological Association and increased costs for tree removal services. This increase
is offset by the elimination of one-time purchases made in FY2013 for start-up costs for the
Chisholm Trail Community Center and other one-time equipment and vehicle purchases. The
adopted budget also includes the elimination of a field operations crew leader at the Botanic
Garden, community center aide at Haws Athletic Center, senior skilled trades technician, and
planner.

APPOINTED OFFICIALS

City Attorney’s Office. Under the direction of the City Attorney, the assistant city attorneys and
staff are responsible for the administration of all City legal affairs; City representation in all suits,
litigation and hearings; preparation of ordinances, contracts, and all other legal documents; and
the rendering of legal advice and opinions to the City Council, City Manager and City
departments. The FY2014 adopted budget increases due to a reduction in anticipated salary
savings as less turnover is expected while three attorney positions will be held vacant during
FY2014.

City Auditor’s Office. Under the direction of the City Auditor, staff is responsible for ensuring
City operations are effective, efficient and have adequate internal controls to ensure
accountability, transparency, and accuracy, through independent assessments of operations
and business practices. The department conducts financial audits to verify financial transactions
and balances; operational audits which involve reviewing the performance of a program or
service; grant audits which focus on compliance with the financial, contractual, and operational
terms of grant agreements; construction project audits, which include reviews of construction
project cost; and information system audits which involve verifying that computer systems are
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accurate and efficient. The FY2014 adopted budget decreases for consultant and professional
services related to independent audit services, reduced costs for scheduled temporaries and by
maintaining one senior auditor position vacant during FY2014.

City Manager’s Office. The City Manager’s Office is composed of five divisions: Administration,
Mayor and Council, Human Relations, Governmental Relations, and the Office of Media and
Public Affairs. The FY2014 adopted budget reflects a decrease primarily due to the transfer of
the Budget and Research Division to the Financial Management Services Department. The
adopted budget for the Governmental Relations also decreases as there will be no legislative
session during FY2014.

City Secretary’s Office. The City Secretary's Office serves as a coordinator for City Council
meetings and maintains records of all official City Council minutes. The department also
coordinates the City Council's boards and commissions’ appointment process and maintains the
records relating to these appointments. The City Secretary serves as the Election Administrator
for all city-held elections. The FY2014 adopted budget decreases for the elimination of one part-
time customer service representative position.

ENTERPRISE FUNDS

The FY2014 budgets for all enterprise funds include a 2.7% increase for group health
insurance, administrative services charges reimbursed to the General Fund and no increase in
allocations for OPEB transfers. Transfers to the Risk Management Fund were also eliminated
from all enterprises fund budgets, while a 5.0% average salary increase for one month of
FY2014 was added. Additional changes for each of the funds are noted below.

Municipal Airports Fund. The FY2014 adopted budget for the Aviation Department includes
the operations of the City’s Alliance, Meacham and Spinks airports. The adopted budget
recognizes that airport revenues are generally stable. Alliance Airport has a slight reduction in
facility repair supplies and services as the result of a new contract with Alliance Air Services to
manage the air traffic control tower and cover these costs. Planned renovations on the
Meacham Airport Terminal Building may result in a slight decrease of revenues in FY2014 as
temporary facilities are supplied to current tenants.

Municipal Golf Fund. The FY2014 adopted budget for the Municipal Golf Fund includes the
operation of four municipal courses. Significant changes include the addition of a new practice
course at Rockwood and new grass on the greens at Sycamore, which will enhance the
playability of both courses. Furthermore, two new tournament pavilions, one each at Rockwood
and Pecan Valley, will attract new outside events availing the opportunity to increase rounds at
both courses and boost business during the upcoming fiscal year.

Municipal Parking Fund. The FY2014 Municipal Parking Fund maintains five parking garages,
20 surface lots and 2,700 metered spaces. The primary changes to the FY2014 adopted budget
include an increase in the debt services payment for the Western Heritage Garage, as well as
for material costs for traffic and street signage in the Parking Meters Division due to plans to
replace 89 commercial loading zone signs, 15 passenger loading zone signs and 106 no
parking signs throughout the city.

Solid Waste Fund. As part of the Code Compliance Department, the Solid Waste Division is
responsible for providing residential solid waste collection and disposal, operations at the drop-
off stations, contract compliance, illegal dump cleanup, dead animal removal and customer
service through the City Call Center. In keeping with the Management Plan’s core objective of
providing a healthy environment, the FY2014 adopted budget increases by one position in Solid
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Waste Administration to support long-range planning for solid waste services. The budget also
increases for the acquisition of land for construction of new convenience centers.

Stormwater Utility Fund. The Stormwater Utility Fund was authorized by the City Council in
FY2006, and the first full year of operation was FY2007. As of this budget year, staff has
identified over $1.0 billion in stormwater projects necessary to address life safety issues,
mitigate flooding and erosion, and replace undersized and deteriorated stormwater
infrastructure. Over $330 million of this backlog involves areas of the city where chronic flooding
has occurred and presents a threat to life and property. The revenue budget is generated
almost entirely from the Stormwater Fee charged to approximately 215,000 residential and
commercial customers at an Equivalent Residential Unit (ERU) rate. For FY2014, the City’s per
ERU rate remains unchanged at $5.40. The Stormwater Capital Projects Program is supported
by revenue bond sales, which have been every two years, with three sales occurring to date.
The 2007 sale provided $25 million, the 2009 sale provided $45 million and the 2011 sale
provided $80 million for stormwater capital projects through FY2013. The FY2014 adopted
budget includes an increased transfer to the Water and Sewer Fund, which will be offset by the
transfer of six positions to the Water and Sewer Fund for billing, call center and customer
service. In addition, the adopted budget includes an increase in transfers to the Stormwater
Capital Project Fund for various capital initiatives and increased Payment in Lieu of Taxes
(PILOT) to the General Fund based on the growth in the Stormwater Utility’s net capital assets.
The adopted budget also reflects an increase of four positions, including three positions for
stormwater development review and one position for floodplain management.

Water and Sewer Fund. The Water and Sewer Fund provides water and wastewater services
to residential, commercial, industrial and wholesale customers. The annual revenue budget is
based on the anticipated amount of services the various customers will require for the year. The
FY2014 adopted budget includes a substantial cost increase in the raw water purchase from the
Tarrant Regional Water District. The adopted budget also completes the phasing-in of a
correction to previously over-budgeted sewer volumes that began in FY2013 and was initially
planned for a three-year phase-in. Based on the fund’s expenditure reductions for FY2014, this
should actually be completed over two years. To cover anticipated costs, the new retail rates,
effective January 2014, include increases of 6.4% and 5.3% for the Water System and Sewer
System, respectively. Additionally, the wholesale rates are adopted with a 16.2% increase for
Water and 3.8% decrease for Wastewater.

OTHER FUNDS

Capital Projects Service Fund. The Capital Projects Service Fund provides internal services to
various departments for their capital infrastructure project needs based on a fee structure. The
annual revenue and expenditure budgets are based on the anticipated amount of services the
various departments and funds will require for the year. The FY2014 adopted budget includes
an elimination of five authorized positions and an increase in anticipated salary savings from
vacancies and turnover throughout the year. Minimal, if any, service impacts are anticipated as
the maijority of these positions were vacant and have duties already reassigned during FY2013.
The most significant change to this fund is the elimination of all post employment costs,
including retiree group health, retiree death benefit and Other Post Employment Benefits
(OPEB) based on a determination by the City Attorney’s Office and Bond Counsel as to the
restrictive use of this type of project funding.

Culture and Tourism Fund. The Culture and Tourism Fund was established primarily to
manage revenue from the City's hotel and motel occupancy tax (HOT). The Public Events
Department uses the revenue received through the collection of HOT, DFW revenue sharing
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and events scheduled at the Will Rogers Memorial Center (WRMC) and the Fort Worth
Convention Center (FWCC). Significant changes to the FY2014 adopted budget include the
addition of funds for facility improvements, repairs and supplies as the Department attempts to
maintain its aging facilities in a superior condition. The budget also includes an increase for the
Fort Worth Convention and Visitors Bureau contract, electricity reimbursements to the General
Fund and one authorized position. Debt service for bond interest payments will also increase
slightly in FY2014.

Environmental Protection Fund. As part of the Public Works Department, the Environmental
Protection Fund is responsible for providing stormwater permit compliance (inspections,
monitoring, enforcement and education), internal City compliance with state and federal
environmental regulations and the household hazardous waste program. The primary changes
to the FY2014 adopted budget include a decrease in transfers to the Environmental Protection
Project Fund for services such as asbestos abatement, underground storage tank removal and
other environmental concerns on an as-needed basis and the elimination of one-time vehicle
replacements. If funding for such situations were needed in FY2014, a fund balance
appropriation could be initiated. The adopted budget also includes a decrease for the transfer of
0.5 of a position to TPW’s Administration Division of the General Fund. The budget is adopted
with a $187,685 use of fund balance and includes no rate increase for FY2014.

Equipment Services Fund. The Equipment Services Fund is the City's fleet management fund.
The Equipment Services Department manages all fuel purchased and provided for City vehicles
and equipment; as well as the maintenance, oil and lube services, repair, acquisition and
replacement of the City’s fleet. The most significant change to the FY2014 adopted budget is an
increase in the cost of parts and supplies based on the NAPA Auto Parts contract that was
implemented in FY2013. However, this increase is offset in large part by a decrease in
anticipated fuel expenses. Other significant changes include additional funds allocated for
retiree insurance contributions and an upgrade of the City’s fuel stations.

Information Systems Fund. The Information Technology (IT) Solutions Department provides
internal services to General Fund departments and other funds for their IT services based on a
fee structure through the Information Systems Fund. The annual revenue budget is based on
the anticipated amount of services the various departments/funds will require for the year.
Interdepartmental charges are primarily based on numbers for radio, telephone, and computing
services. The FY2014 budget includes a significant increase from the FY2013 budget. The
primary change to the budget is the addition of seven positions for hardware support across the
City. These positions are expected to provide computer hardware technical support at a greatly
reduced cost compared to the third-party contract used in FY2013.

Group Health Insurance Fund. The Group Health Insurance Fund is a special fund that
provides services to General Fund departments and other funds for their employee health
benefit coverage based on a fee structure. The annual revenue budget is based on the
anticipated amount of services the various departments/funds will require for the year. For
FY2014, increases are required to cover the rising cost of health care. This increase (2.7% for
current employees and retirees) applies to the City’s contribution and will reduce the paycheck
of a current employee on the Basic Plan by approximately $21.36 annually for employee only
coverage, and $180.96 annually for employee and family coverage. Healthcare costs are
expected to increase again by approximately 7.1% in FY2015.

Lake Worth. The Lake Worth Trust Fund is managed by the Water Department and is used to
fund a portion of the Municipal Court Lake Patrol operations at and around Lake Worth. The
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main source of revenue for this fund is lease income from properties surrounding the lake. Lake
Worth patrol will continue to be staffed at three approved positions for FY2014.

Red Light Enforcement Fund. The Red Light Enforcement Fund was formally established in
FY2011 as a special fund. Automated red light enforcement is an effective tactic for reducing
red light running violations, which decreases accidents and improves community safety.
Revenues are derived from the issuance of citations to red light violators through automated
camera enforcement at 63 City of Fort Worth roadway intersections and cover the program’s
cost. Half of the annual revenue after expenses is then sent to the State Trauma Fund Account.
The remaining revenue is available for traffic safety activities. As the program continues to show
success in changing behavior, the number of citations issued on an annual basis is anticipated
to decline. The primary changes to the FY2014 adopted budget include a reduction in the State
payment based on declines in citation collections, the elimination of the sidewalk program, and
reductions in other initiatives of the traffic safety program such as vehicle detection loop repair.
Up to four additional camera installations are under consideration for FY2014; therefore, the
adopted budget increased for contractual costs for camera leases and collection charges. The
budget is adopted with a $2,738,176 use of fund balance from citation revenue collected in
previous years that can be applied towards traffic safety activities.
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To establish and document a policy framework for fiscal decision-making, the City Manager will
develop and maintain a comprehensive set of Financial Management Policy Statements. The aim of
these policies is to ensure that financial resources are properly managed to meet the present and future
needs of the citizens of Fort Worth. Specifically this policy framework mandates the pursuit of the
following fiscal objectives:

VI.

VII.

VIII.

XI.

XII.

X1

Revenues: Design, maintain, and administer a revenue system that will assure a reliable,
equitable, diversified, and sufficient revenue stream to support desired City services.

Expenditures: Ensure fiscal stability and the effective and efficient delivery of services, through
the identification of necessary services, establishment of appropriate service levels, and careful
administration of the expenditure of available resource.

Fund Balance/Net Assets: Maintain the fund balance and net assets of the various operating
funds at levels sufficient to protect the City's creditworthiness as well as its financial position
from emergencies.

Capital Expenditures and Improvements: Review and monitor the state of the City's capital
assets, setting priorities for the addition, replacement, and renovation of such assets based on
needs, funding alternatives, and availability of resources.

Debt: Establish guidelines for debt financing that will provide needed capital equipment and
infrastructure improvements while minimizing the impact of debt payments on current revenues.

Interfund Loans: Establish guidelines for loans between funds.

Investments: Invest the City's cash in such a manner so as to ensure the safety of principal and
interest, to meet the liquidity needs of the City, and to achieve the highest reasonable market
yield

Intergovernmental Relations: Coordinate efforts with other governmental agencies to achieve
common policy objectives, share the cost of providing governmental services on an equitable
basis and support favorable legislation at the state and federal level.

Grants: Seek, apply for and effectively administer federal, state, and foundation grants-in-aid,
which address the City's current priorities and policy objectives.

Economic Development: Initiate, encourage, and participate in economic development efforts to
create job opportunities and strengthen the local economy.

Fiscal Monitoring: Prepare and present regular reports that analyze, evaluate, and forecast the
City's financial performance and economic condition.

Financial Consultants: Seek out and employ the assistance of qualified financial advisors and
consultants as needed in the management and administration of the City’s financial functions.

Accounting, Auditing and Financial Reporting: Comply with prevailing federal, state, and
local statutes and regulations, as well as current professional principles and practices.
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Retirement System: Ensure that the Employees' Retirement Fund is adequately funded and
operated for the exclusive benefit of the participants and their beneficiaries.

Internal Controls: Establish and maintain an internal control structure designed to provide
reasonable assurance that City assets are safeguarded and that the possibilities for material errors
in the City’s financial records are minimized.

E-Commerce: To fully utilize available technologies to expedite cash payments and receipts,
enhance employee productivity, and provide customer satisfaction.
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REVENUES

To design, maintain, and administer a revenue system that will assure a reliable, equitable, diversified,
and sufficient revenue stream to support desired City services.

A

Balance and Diversification in Revenue Sources

The City shall strive to maintain a balanced and diversified revenue system to protect the City
from fluctuations in any one source due to changes in local economic conditions, which
adversely impact that source.

User Fees

For services that benefit specific users, the City shall establish and collect fees to recover the
costs of those services. The City Council shall determine the appropriate cost recovery level and
establish the fees. Where feasible and desirable, the City shall seek to recover full direct and
indirect costs. User fees shall be reviewed on a regular basis to calculate their full cost recovery
levels, to compare them to the current fee structure, and to recommend adjustments where
necessary.

Property Tax Revenues/Tax Burden

The City shall endeavor to reduce its reliance on property tax revenues by revenue
diversification, implementation of user fees, and economic development. The City shall also
strive to minimize the property tax burden on Fort Worth citizens.

Utility/Enterprise Funds User Fees

It is the intention of the City that all utilities and enterprise funds be self-supporting. As a result,
utility rates and enterprise funds user fees shall be set at levels sufficient to cover operating
expenditures, meet debt obligations, provide additional funding for capital improvements, and
provide adequate levels of working capital. The City shall seek to eliminate all forms of
subsidization to utility/enterprise funds from the General Fund.

Administrative Services Charges

The City shall establish a method to determine annually the administrative services charges due
the General Fund from enterprise funds for overhead and staff support. Where appropriate, the
enterprise funds shall pay the General Fund for direct services rendered.

Revenue Estimates for Budgeting

In order to maintain a stable level of services, the City shall use a conservative, objective, and,

analytical approach when preparing revenue estimates. The process shall include analysis of
probable economic changes and their impacts on revenues, historical collection rates, and trends
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The determined percentage of bonus and royalty revenue from various sources are to
be held in a consolidated account which will be divided into different sub-accounts
and such other sub accounts that may be approved by the City Council including, but
not be limited to, the Aviation Endowment Gas Lease Fund, the Park System
Endowment Gas Lease Fund, the Nature Center Endowment Gas Lease Fund, and the
Water and Sewer Endowment Gas Lease Fund.

The goal of the Trust Fund is to produce income from investments and be a long-term
source of revenue for the benefit of both present and future citizens of Fort
Worth. The trustee, in close cooperation with the CFO, will recommend to the City
Council distribution procedures for the different funds of the trust consistent with the
goal to preserve, as well as increase, the principal of the trust. The amount of income
available to be distributed each year from a particular fund of the trust shall be
determined by the trustee and the CFO by July 1 of each year and shall be based on a
spending rule which allows for reasonable growth of the principal. In the event that
investment regulations prohibit the intended growth and expansion of the trust, a
provision for dissolution of the trust will be incorporated into the initial trust
instrument. Dissolution of the Trust will first require a determination and
recommendation of the Corporate Trustee and the CFO.

Amendment of the Public Funds Investment Act

During the 81st Legislative Session, the Public Funds Investment Act (State of Texas
Local Government Code Chapter 2256) was successfully pursued in order to maximize
investment flexibility. Amendments to the Act were consistent with the Uniform Prudent
Management of Institutional Funds Act (State of Texas Property Code Chapter
163.005).

Ad Valorem Tax Revenue Management

The ad valorem receipts on mineral valuations will be allocated to the general fund.

Bonus and Royalty Revenue Management

a.

Water and Sewer Fund

Bonus, royalty and other natural gas related fee revenue derived from Water and
Sewer assets, including pipeline easements and license agreements, will be allocated
in the following manner, subject to compliance with the Master Ordinance N0.10968
and, upon appropriate action by the City Council declaring a surplus in the Water and
Sewer Fund on an annual basis in accordance with state law.

Funds from Water and Sewer property and park land located in and around Lake
Worth (except the Nature Center and Refuge) shall be designated for qualified
expenditures in the development and execution of the 2007 Lake Worth Capital
Improvement Implementation Plan, until such time as the plan projects are
completed.

All other revenue derived from Water and Sewer assets will be allocated as follows
unless a surplus is declared for the purpose of funding other City projects:
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i. Fifty percent to Water and Sewer Gas Lease Capital Projects Fund.

ii. Twenty-five percent of the revenues will be allocated to the Water and Sewer
Endowment Gas Lease Fund; and

ii. Twenty-five percent of the revenues will be allocated to the Utility Street
Reconstruction Capital Improvement Projects Fund.

b. Parks Bonuses
Bonus revenues from gas leases associated with park land will be recorded in the Park
Gas Lease Project Fund and will be designated for use for capital improvements at the

park where the gas leases are located.

c. Federal/State Restricted Park Rovalties and Fees

Royalties and other fees received from gas leases or license agreements associated
with park land that has federal and/or state restrictions for proceeds to be spent within
the park system, except for the Nature Center, shall be allocated as follows:

i. Fifty percent to the Park Gas Lease Project Fund; and

ii. Fifty percent to the Park System Endowment Gas Lease Fund.

d. Fort Worth Nature Center and Refuge

Bonus revenues from gas leases associated with the Nature Center will be allocated
first to establish the Nature Center Endowment Gas Lease Fund with $10 million.
Any remaining bonus funds will be allocated 50 percent to Nature Center Capital
Improvement Program to implement the Nature Center Master Plan and 50 percent to
the Citywide Park Capital Improvement Projects Fund. All royalties received from
gas leases associated with the Nature Center will be allocated as follows:

I. Twenty-five percent to the Nature Center Capital Improvement Program;

ii. Twenty-five percent to the Park Gas Lease Project Fund; and

iii. Fifty percent to the Park-System Endowment Gas Lease Fund
Once a total of $62 million, as adjusted with the Consumer Price Index to reflect the
actual implementation schedule, in bonus, royalty and fee revenue, has been allocated
to the Nature Center Endowment Gas Lease Fund and the Nature Center Capital
Improvement Program, 50 percent of the subsequent revenues will be allocated to the
Park Gas Lease Project Fund and 50 percent to the Park System Endowment Gas
Lease Fund.

e. Municipal Golf Fund

Bonus, royalty and other natural gas related fee revenue derived from designated golf
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course property, including pipeline easements and license agreements, will be
allocated in the following manner:

i. Fifty percent to retire existing debt in the Golf Debt Service Fund and upon
retirement of all debt, the revenue will be applied to the restricted fund
balance until such time that the required fund policy reserve of 10 percent in
excess of the annual operating budget is achieved; and

ii. Fifty percent to the Golf Gas Lease Capital Project Fund to cash fund golf
capital projects.

Municipal Airports Fund

Bonus, royalty and other natural gas related fee revenue derived from airport
property, including pipeline easements and license agreements, will be recorded in
the Municipal Airports Fund and will be allocated in the following manner:

i. Fifty percent to the Airports Gas Lease Project Fund for aviation capital
improvement projects; and

Ii. Fifty percent to the Aviation Endowment Gas Lease Fund.

Pipelines in Public Rights of Way

Revenue derived from pipeline easements and license agreements in the public rights
of way will be deposited to the General Fund to offset the staff costs associated with
reviewing and managing the pipeline locations in relation to other utilities.

Local Development Corporations or Housing Finance Corporation Properties

All gas-related revenues derived from property held by Local Development
Corporations or the Housing Finance Corporation shall be deposited to separate
accounts to support lawful activities of such corporations per the policies and
oversight of their respective governing boards.

All Other Revenue

Except as noted in prior sections, all other revenue from bonuses, royalties and fees
from gas leases, pipelines or related activities located on all other City property will
be allocated as follows:

I. Fifty percent of the revenue will be allocated to the Capital Projects Reserve
Fund; and

ii. Fifty percent of the revenue will be allocated to the General Endowment Gas
Lease Fund

For all revenues received under $100, 100 percent will be allocated to the respective Gas

Lease Capital Projects Fund.




5. Expenditure Criteria

Expenditures for gas lease revenues derived from lease bonus and royalties, ad valorem
tax revenues, and distributions from the permanent funds shall be appropriated for one
time program initiatives and capital projects which meet one or more of the program and
project criteria listed below:

a.

b.

C.

d.

To expend on capital projects with a minimum 10-year useful life;

To provide matching grant funds to leverage funds for capital projects;
To expend on technology with a minimum 5-year useful life;

To contribute toward an equipment/fleet revolving replacement fund,
To expend on capital equipment with a minimum 10-year useful life;

To fund one-time community-wide economic and neighborhood development
initiatives and projects;

To fund labor and materials associated with production, distribution and
establishment activities for trees on public property (including schools and
Counties.);

To periodically transfer unrestricted gas lease revenues to the General Fund to offset
budgeted administrative costs in Planning and Development, Law, and the Financial
Management Services Department for the leasing program. The allocation of the cost
among gas revenue funds will be proportional to revenue collected in all funds,
including the permanent funds, during that reporting period;

To periodically transfer Parks gas lease and pipeline revenues to the General Fund to
offset program costs associated with leases, conversions, pipelines, etc.; and

To replenish the Unassigned Fund Balance (for the General Fund), Assigned Fund
Balance (all other Governmental Funds except the General Fund), or Net Assets (for
Enterprise Funds) if necessary, in any designated City fund, to meet the minimum
requirements established for that fund.

A sunset review of this Revenue from Gas Leases and Pipeline Agreements policy shall be
conducted in June 2014 or five years after any future policy amendments, whichever comes later.
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DFW Airport Car Rental Revenue Sharing

All revenues derived from the DFW Airport car rental revenue sharing shall be dedicated to
facility improvements of the Fort Worth Convention Center and the Will Rogers Memorial
Center.

Water and Sewer Payment-In-Lieu-of-Taxes (PILOT)

The Water and Sewer Operating Fund shall make a Payment-In-Lieu-of-Taxes (PILOT) to the
General Fund to offset the ad valorem taxes lost due to the non-profit status of the Water and
Sewer System. The PILOT shall be calculated by applying the effective property tax rate to the
net book value of the applicable assets. Assets subject to PILOT shall be limited to the assets
classified as Plant and Property allocated to the retail portion of the Water and Sewer Systems.

An example of the PILOT calculation:
(Plant Assets — Accumulated Depreciation + Work in Progress) * Current Tax Rate

The Plant Assets are defined as the retail portion of audited plant and property assets of the
utility as represented in the Fixed Assets Inventory and the Retail Cost of Service Rate Models.
The Accumulated Depreciation is defined as the audited accumulated depreciation directly
applied to the Plant Assets. The Work in Progress is defined as all audited Capital Project
Expenditures not included in the Fixed Assets Inventory. The values used to complete the most
recently available Comprehensive Annual Financial Report shall be used to determine the value
of Plant Assets, Accumulated Depreciation and Work in Progress. The PILOT will be treated as
a transfer to the General Fund from the Water and Sewer Fund, provided that the Water and
Sewer Operating Fund balance shall remain in excess of the reserve requirements for Operating
and Debt Service Funds. The transfer shall not exceed the PILOT calculation described above in
any given year.

For the purposes of revenue recovery, the amount of the PILOT will be included in annual retail
cost of service studies performed by the Water Department and included in the annual operating
budget. The PILOT shall be treated as an operating expense of the Water and Sewer System.
One twelfth of the budgeted PILOT transfer amount shall be transferred to the General Fund
monthly.

Use of One-time Revenues

The City shall discourage the use of one-time revenues for ongoing expenditures.

Use of Unpredictable Revenues

The City shall exercise caution with the use of unpredictable revenues for ongoing expenditures.
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EXPENDITURES

To ensure fiscal stability and the effective and efficient delivery of services, through the identification of
necessary services, establishment of appropriate service levels, and careful administration of the
expenditure of available resources.

A

Current Funding Basis

The City shall operate on a current funding basis. Expenditures shall be budgeted and controlled
so as not to exceed current revenues plus the planned use of fund balance accumulated through
prior year savings. (The Fund Balance/Net Assets Policy Statements shall guide the use of fund
balance.)

Avoidance of Operating Deficits

The City shall take immediate corrective actions if at any time during the fiscal year expenditure
and revenue re-estimates are such that an operating deficit (i.e., projected expenditures in excess
of projected revenues) is projected at year-end. Corrective actions can include a hiring freeze,
expenditure reductions, fee increases, or use of fund balance within the Fund Balance/Net Assets
Policy Statements. Expenditure deferrals into the following fiscal year, short-term loans, or use
of one-time revenue sources shall be avoided to balance the budget.

Maintenance of Capital Assets

Within the resources available each fiscal year, the City shall strive to maintain capital assets and
infrastructure at a sufficient level to protect the City's investment, to minimize future
replacement and maintenance costs, and to continue service levels.

Periodic Program Reviews

The City Manager shall strive to undertake periodic staff and third-party reviews of City
programs for both efficiency and effectiveness. As appropriate, the privatization and contracting
of services with other governmental agencies or private entities will be evaluated as alternative
approaches to service delivery. Programs that are determined to be inefficient and/or ineffective
shall be reduced in scope or eliminated.

Purchasing

The City shall conduct its purchasing and procurement functions efficiently and effectively, fully
complying with applicable State laws and City ordinances. Staff shall make every effort to
maximize discounts and capitalize on savings available through competitive bidding and “best
value” purchasing.
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Fund Balance Spending Priorities (M&C G-17398, September 27, 2011)

Where an expenditure is incurred for purposes for which both restricted and unrestricted funds
are available, the City will consider restricted funds to be spent before unrestricted funds.
Further, if there is an expenditure incurred for purposes for which committed, assigned, or
unassigned fund balance classifications could be used, the City will consider committed funds to
be spent before assigned funds, and will consider assigned funds to be spent before unassigned
funds.

The City Manager, or designee, may designate or commit assigned fund balances without further
City Council approval. This authority only gives the ability to designate future "intended"” uses
of fund balance that is in excess of nonspendable, restricted, and committed amounts, and the
minimum required net position (fund balance). It does not vest additional spending authority in
the City Manager. Subsequent appropriations of fund balance would continue to require City
Council approval.
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FUND BALANCE/ NET ASSETS

To maintain the fund balance and net assets of the various operating funds at levels sufficient to protect
the City's creditworthiness as well as its financial positions from unforeseeable emergencies.

A

General Fund Unassigned Fund Balance

The City shall strive to maintain the General Fund’s Unassigned Fund Balance at 10 percent of
the current year’s budget appropriation for operations and maintenance. After completion of the
annual audit, if the unassigned fund balance exceeds 10 percent, the excess must be specifically
designated for subsequent year expenditures or transferred to the Capital Projects Reserve Fund
(The use of the Capital Projects Reserve Fund shall be guided by the Capital Expenditures and
Improvements Policy Statements.)

Because unassigned fund balance represents amounts that are not constrained in any way, not
even by an intention to use them for a specific purpose, the general fund is the only

appropriate place to report this classification of fund balance. In the other governmental funds,
however, if the City spends more on a specific purpose than the resources available for that
purpose in the fund, then a negative amount shall be reported as unassigned fund balance. If the
City cannot cover the deficit with amounts assigned to other purposes in that fund, then the
remaining deficit shall be reported as unassigned fund balance.Net Assets of Enterprise
Operating Funds

In enterprise operating funds, the City shall strive to maintain positive Net Assets to provide
sufficient reserves for emergencies and revenue shortfalls. Specifically, in the Water and Sewer
Enterprise Fund, an operating reserve will be established and maintained at 20 percent of the
current year's budget appropriation for operation and maintenance, which is defined as the total
budget less debt service and capital project expenditures. Because of the long-term nature of
these funds, available working cash balance is also assessed. Unlike governmental funds,
Enterprise funds include capital assets and long-term liabilities, which may mislead the reader
regarding the ability to pay current obligations. Therefore, the additional cash balance test
provides assurance that not only is there appropriate budgetary authority, but there is also
adequate cash balance to cover the proposed cash outflow.

Use of Fund Balance/Net Assets

Fund Balance/ Net Assets shall be used only for emergencies, non-recurring expenditures, or
major capital purchases that cannot be accommodated through current year savings. Should such
use reduce the balance below the appropriate level set as the objective for that fund, restoration
recommendations will accompany the decision to utilize said balance.
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Net Assets of Internal Service Funds

The City shall not maintain a net assets balance requirement for internal service funds. Normally,
when an internal service fund’s net assets exceed 20 percent, the City shall reduce the charges
for services provided by the internal service fund to other City operating funds.

Culture and Tourism Fund Assigned Fund Balance

The City shall strive to maintain the Culture and Tourism Fund assigned fund balance at 20
percent of the current year’s budget appropriation, which is defined as the total budget less the
annual transfer to the debt service funds, to pay for operations and maintenance costs during that
fiscal year. If the assigned fund balance exceeds 20 percent, the excess shall be designated
exclusively for improvements and maintenance to the Public Events Department Venues and
related Public Events Department responsibilities in either the current or any future fiscal year.

Municipal Parking Fund Unrestricted Net Assets

The City shall strive to maintain the Municipal Parking Fund unrestricted net assets balance at
20 percent of the current year’s budget appropriation, which is defined as the total budget less
the annual transfer to the debt service fund, to pay for operations and maintenance costs during
that fiscal year. Because of the nature of the fund, available cash is also assessed. In addition to
the net assets test, available cash on hand shall equal 20 percent of the current year’s budgeted
appropriation to demonstrate the ability of the fund to meet its current obligations. After
completion of the annual audit, if the unrestricted net assets balance exceeds 20 percent of that
year’s budget appropriation, the excess may be transferred to the General Fund.

Debt Service Restricted Funds

The City shall maintain sufficient reserves in its debt service funds, which shall equal or exceed
the requirements dictated by its bond ordinances.

Benefit and Insurance Funds

So as to be in compliance with Governmental Accounting Standards Board (GASB) Statement
54, the Risk Management Fund, Workers Compensation Fund, Group Health and Life Insurance
Fund, and Unemployment Compensation Insurance Fund are hereby committed for risk
financing purposes (M&C G-17398, September 27, 2011).

The City shall seek to maintain reserves in its benefit and insurance funds at the following levels:

1. Risk Management Fund — 25 percent of projected annual operating expenditures.
2. Worker’s Compensation Fund — 25 percent of projected annual operating expenditures.
3. Group Health and Life Insurance Fund — 20 percent of projected annual operating

expenditures.

4. Unemployment Compensation Fund - 25 percent of projected annual operating
expenditures.




C-15

Fund Balance Classifications (M&C G-17398, September 27, 2011)

1.

Nonspendable fund balance

e Portion of net resources that cannot be spent because of their form

e Portion of net resources that cannot be spent because they must be legally or
contractually maintained intact.

Restricted fund balance

e Limitations imposed by creditors, grantors, contributors, or laws and regulations of
other governments

e Limitations imposed by law through constitutional provision or enabling legislation

Committed fund balance

e Internal limitations imposed at the highest level of decision making that requires
formal action at the same level to remove. For the City, the City Council is the
highest level of decision making.

Assigned fund balance

. Intended use is established by the City Council

. Intended use is established by an official designated for that purpose. For the City,
the City Manager, or designee, is the designated official.

Unassigned fund balance

e Total residual fund balance in the general fund in excess of nonspendable, restricted,
committed and assigned fund balance

e Excess of nonspendable, restricted and committed fund balance over total fund
balance.

e The general fund is the only fund that can report a positive unassigned fund balance.
For all other governmental funds only a deficit balance will be reported as unassigned
fund balance.
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IV.
CAPITAL EXPENDITURES AND

IMPROVEMENTS

To review and monitor the state of the City's capital assets, setting priorities for the addition,
replacement, and renovation of such assets based on needs, funding alternatives, and availability of
resources.

A

Capital Improvements Planning

The City shall review annually the needs for capital improvements and equipment, the current
status of the City's infrastructure, replacement and renovation needs, and potential new projects.
All projects, ongoing and proposed, shall be prioritized based on an analysis of current needs and
resource availability. For every capital project, all operation, maintenance, and replacement
costs shall be fully costed.

Replacement of Capital Assets on a Regular Schedule

The City shall annually prepare a schedule for the replacement of its non-infrastructure capital
assets. Within the resources available each fiscal year, the City shall replace these assets
according to the aforementioned schedule.

Capital Expenditure Financing

The City recognizes that there are three basic methods of financing its capital requirements. It
can budget the funds from current revenues; it can take the funds from unassigned fund balance,
assigned fund balance, or Net Assets as allowed by the Unassigned/Assigned Fund Balance or
Net Assets Policy Statements; or it can borrow money through the issuance of debt. Debt
financing includes general obligation bonds, revenue bonds, certificates of obligation,
lease/purchase agreements, certificates of participation, commercial paper, tax notes, and other
obligations permitted to be issued or incurred under Texas law. Guidelines for assuming debt are
set forth in the Debt Policy Statements.

Capital Projects Reserve Fund

A Capital Projects Reserve Fund shall be established and maintained to accumulate
reimbursements from other governmental agencies for the prior purchase of real property assets,
proceeds from an occasional sale of surplus real property as approved by Council, bonuses and
royalties received from gas leases (as described in “Revenues” Policy Statements, Section 1.,
Revenues from Gas Lease and Pipeline Revenue Agreements), and transfers from the General
Fund unassigned fund balance. This fund shall only be used to pay for non-routine and one-time
expenditures such as land and building purchases, construction and maintenance projects with at
least a 10-year life, feasibility, design and engineering studies related to such projects, capital
equipment and vehicles with at least a 10-year life, and technology improvements with at least a
5-year life. Expenditures from this Fund shall be aimed at protecting the health and safety of
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citizens and employees, protecting the existing assets of the City, ensuring public access to City
facilities and information, and promoting community-wide economic development.

Demolition Fund

Generally, proceeds from the sale of surplus real property assets, other than Lake Worth leases,
shall be escrowed and designated for paying the costs of demolishing substandard and
condemned buildings and for the maintenance of tax foreclosed properties the City maintains as
trustee. Exceptions to this general policy shall be approved by the Council prior to the use of
these proceeds for other purposes.

Lake Worth Infrastructure Fund

Proceeds from the sale of Lake Worth leases shall be escrowed and designated for water and
wastewater improvements within the area of the City of Fort Worth surrounding and adjoining
Lake Worth.

Surplus Bond Funds (M&C G-14441, July 27, 2004)

A “Restricted Residual Account” shall be established to record and manage surplus project
funds. Surplus project funds may become available after the completion of a specific, voter-

approved bond project or may result when a bond project is eliminated or modified.

Funds in the Restricted Residual Account may be used for projects consistent with the voted
purpose of the bonds to:

Finance cost overruns on bond projects within the same bond proposition;

Fund emergency projects (as defined in AR C-9);
e Reduce outstanding debt at the end of the bond program; and

e Fund newly identified projects within the voted purposes of an approved bond
proposition only after all voter-approved projects /categories within the same proposition
are substantially complete. A project would be considered substantially complete when
design has been fully completed, construction is substantially underway, and staff has
prepared cost projections that include ample contingencies to complete the project in the
event unforeseen costs should arise.
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V.

To establish guidelines for debt financing that will provide needed capital equipment and infrastructure
improvements while minimizing the impact of debt payments on current revenues.

A

Use of Debt Financing

Debt financing, to include general obligation bonds, revenue bonds, certificates of obligation,
certificates of participation, commercial paper, tax notes, lease/purchase agreements, and other
obligations permitted to be issued or incurred under Texas law, shall only be used to purchase
capital assets and equipment that cannot be prudently acquired from either current revenues,
assigned fund balance, or Net Assets and to fund infrastructure improvements and additions.
The useful life of the asset or project shall exceed the payout schedule of any debt the City
assumes.

Assumption of Additional Debt

The City shall not assume more tax-supported general purpose debt than it retires each year
without conducting an objective analysis as to the City’s ability to assume and support additional
debt service payments. When appropriate, self-supporting revenue bonds shall be considered
before general obligation bonds. To the extent permitted by State law, commercial paper may be
utilized and/or issued in the City’s tax-supported and revenue-supported bond programs in order
to: (1) provide appropriation authority for executing contracts on bond-funded projects; (2)
provide interim construction financing; and (3) take advantage of lower interest rates in the
short-term variable rate market; all of which provide the City with flexibility in timing its entry
into the long-term fixed rate market.

Affordability Targets

1. General Obligation Bonds

The City shall use an objective analytical approach to determine whether it can afford to
assume new general purpose debt (General Obligation bonds, tax notes, and Certificates
of Obligation) beyond what it retires each year. This process shall take into consideration
any potential impact to the City’s credit ratings, the growth in the City’s taxable assessed
value, and the targeted debt service tax rate. The process shall also examine the direct
costs and benefits of the proposed expenditures. The decision on whether or not to
assume new debt shall be based on these costs and benefits, the current conditions of the
municipal bond market, and the City's ability to "afford" new debt as determined by the
aforementioned standards.

2. Revenue Bonds

Revenue bonds are secured solely by the revenues of an enterprise fund. As a result, the
credit markets look at the type of enterprise securing the payment of debt service on the
bonds to determine the level of security necessary for the purchase of the bonds.
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Whether revenue bonds can be secured with gross revenues of the enterprise or net
revenues (i.e., those revenues remaining after paying costs of operation and maintenance)
is often determined by state law. Coverage requirements, and the need for and level of
reserve funds to provide additional security in support of revenue bonds, are subject to
rating agency review and market standards.

Generally, for the City to issue additional water and sewer revenue bonds, net revenues,
as defined in the ordinance authorizing the revenue bonds, shall be a minimum of 125%
of the average annual debt service and 110% of the debt service for the year in which
requirements are scheduled to be the greatest, but should be at least 150% of the annual
debt service for financial planning purposes. Annual adjustments to the City's rate
structures will be made as necessary to maintain a minimum 150% coverage factor.
Exceptions to these standards must be fully explained and justified.

Generally, for the City to issue additional stormwater revenue bonds, gross revenues, as
defined in the ordinance authorizing the revenue bonds, shall be at least of 150% of the
maximum annual debt service, however net revenues (after operations and maintenance
expenses) should be at least 150% of the annual debt service for financial planning
purposes. Annual adjustments to the City's rate structures will be made as necessary to
maintain a minimum 150% coverage factor using net revenues.

Revenue bonds that may be issued to finance improvements for other enterprise fund
activities (e.g., airports or convention center facilities) will necessitate the consideration
of coverage and reserve fund requirements unique to the enterprise fund, such that the
revenue bonds will be creditworthy and marketable.

Certificates of Obligation

Certificates of Obligation may be issued without a public election to finance any public
work project or capital improvement, as permitted by State law. However, it is the policy
of the City to utilize Certificates of Obligation to finance public improvements only in
special circumstances and only after determining the City’s ability to assume additional
debt based on the standards identified above. Those special circumstances in which
Certificates might be issued include, but are not limited to, situations where:

e Cost overruns on a general obligation bond-financed capital improvement have
occurred,

e “Emergency” conditions require a capital improvement to be funded rapidly;

e Financial opportunities unexpectedly arise to leverage funds from other entities and
reduce the City’s capital cost for a community improvement;

e A capital improvement is a revenue-producing facility, but due to the nature of the
project or the time it takes for the facility to become operational and produce
revenues, the improvement may not generate sufficient revenues throughout the life
of the improvement to support the indebtedness secured solely by the revenues to be
produced by the improvement;
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e It would be more economical to issue Certificates of Obligation rather than issuing
revenue bonds; and

e The timing of the construction of a capital improvement and the expense of calling a
bond election for a single proposition would, in the opinion of staff and with the
approval of the Council, warrant the issuance of Certificates of Obligation to finance
the capital improvement.

Debt Structure

Generally, the City shall issue bonds with an average life of approximately 10.5 years for general
obligation bonds and approximately 12.0 years for revenue bonds. The structure should
approximate level principal on general obligation bonds and level debt service for revenue
bonds. With respect to the issuance of revenue bonds for a stand-alone or self-supporting
project, the term of the debt and debt service structure shall be consistent with the useful life of
the project and the revenue-generating capability of the project.

There shall be no debt structures, which include increasing debt service levels in subsequent
years, with the exception of the first and second year of a payment schedule. There shall be no
"pballoon” bond repayment schedules, which consist of low annual payments and one large
payment of the balance due at the end of the term. There shall always be at least interest paid in
the first fiscal year after a bond sale and principal starting generally no later than the second
fiscal year after the bond issue. In the case of a revenue generating project, principal repayment
should begin no later than the first full year after the project has been placed in service.
Normally, there shall be no capitalized interest included in the debt structure unless there are no
historical reserves upon which to draw. The outstanding general obligation debt and revenue debt
of the City may each be comprised of a variable rate component (including commercial paper
and auction rate bonds) not to exceed 25% of each such category of debt.

Call Provisions

Call provisions for bond issues shall be made as short as possible consistent with the lowest
interest cost to the City. When possible, all bonds shall be callable only at par.

Sale Process

The City shall use a competitive bidding process in the sale of debt unless the nature of the issue
warrants a negotiated sale. The City shall attempt to award the bonds based on a true interest
cost (TIC) basis. However, the City may award bonds based on a net interest cost (NIC) basis
that the NIC basis can satisfactorily determine the lowest and best bid.

Timing of Sales

The City may use the cash received through the issuance of notes pursuant to, or the
appropriation authority that may be available in accordance with the commercial paper programs
to begin capital projects approved under those programs. The City may also consider using
reimbursement resolutions and its cash to initiate certain projects. Consideration should be given
to any lost interest earnings on the City’s cash compared to the anticipated interest expense
associated with the issuance of obligations by the City. This process will improve the City’s



C-22

ability to time its entry into the long-term fixed rate market and to manage its debt issuances and
debt payments in order to minimize the impact on tax rates and utility rates.

Rating Agencies Presentations

Full disclosure of operations and open lines of communication shall be made to the rating
agencies. City staff shall prepare the necessary materials and presentation to the rating agencies.
Credit ratings will be sought from one or more of the nationally recognized municipal bond
rating agencies, currently Moody's, Standard & Poor’s, and Fitch.

Continuing Disclosure

The City is committed to providing continuing disclosure of financial and pertinent credit
information relevant to the City's outstanding securities and will abide by the provisions of
Securities and Exchange Commission (SEC) Rule 15¢2-12 concerning primary and secondary
market disclosure. City staff will undertake to update financial and pertinent credit information
within six months of the end of the City’s fiscal year and at such other times as may be indicated
by material changes in the City’s financial situation.

Debt Refunding

City staff shall monitor the municipal bond market for opportunities to obtain interest savings by
refunding outstanding debt. As a general rule, the present value savings of a particular advance
refunding (i.e., bonds that are paid off on a date that is more than 90 days after the date the
refunding bonds are issued) should exceed 3.5% of the par amount of the refunded maturities.

Interest Earnings

Interest earnings received on the investment of bond proceeds shall be used to assist in paying
the interest due on bond issues, to the extent permitted by law.

Lease/Purchase Agreements

Over the lifetime of a lease, the total cost to the City will generally be higher than purchasing the
asset outright. As a result, the use of lease/purchase agreements and certificates of participation
in the acquisition of vehicles, equipment, and other capital assets shall generally be avoided,
particularly if smaller quantities of the capital asset(s) can be purchased on a "pay-as-you-go"
basis.

Proposals from Investment Bankers

The City welcomes ideas and suggestions from investment bankers and will seek to reward those
firms which submit unique and innovative ideas by involving them in negotiated underwritings.
Unsolicited proposals should be submitted to City’s Financial Management Services
Department. City staff will review to determine the viability of proposals.
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Underwriting Syndicates

The City attempts to involve qualified and experienced firms, which consistently submit ideas to
the City and actively participate in the City’s competitive sales in its negotiated underwritings.
City staff will recommend the structure of underwriting syndicates, which will be effective for
the type and amount of debt being issued. The City will consider its M/WBE goals in structuring
syndicates.

Interest Rate Swaps

The City will consider the utilization of interest rate swap transactions only as they relate to the
City’s debt management program and not as an investment instrument. As a result, any swap
transaction should not impair the outstanding bond rating of the City or negatively affect the
amount of credit enhancement capacity available to the City. The City is always open to
innovative ideas and proposals; however, before a commitment is made on a transaction, the
proposed transaction as well as any variations from the following guidelines shall be fully
explained and justified to the Council.

1. The Transaction

o Will comply with all applicable outstanding bond ordinance and insurance covenants.

o Will be a market transaction for which competing quotes can be obtained at the
discretion of the City staff.

o Will include a market termination provision with third party involvement.

o Will produce a material economic benefit not attainable through the use of
conventional debt instruments.

o Will introduce no leverage in order to produce an economic benefit.

o Will not impair the utilization of outstanding call features on outstanding bonds.

o Will be structured to minimize any basis risk, tax-law risk and credit risk to the City.

o Will not cause the total amount of swap transactions as measured on a fair market
value basis to exceed 40 percent (40%) of the outstanding indebtedness of a particular

fund.

2. The Counterparty

o Shall pay all costs associated with the transaction. All fees and expenses paid by the
counterparty to third parties will be disclosed in writing to the City.

o Shall have a rating at the time of execution that is at least equal to that of the City’s
indebtedness against which the transaction is to be entered, or must provide for the
purchase of credit enhancement to enhance the proposed transaction’s rating to that of
such City indebtedness.
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o Shall consider downgrade protection, when possible and cost effective.
o Shall not assign the swap contract without the consent of the City.
o Shall clearly explain the impact on the transaction of the counterparty’s bankruptcy.

Analysis

o Swap proposals submitted by investment firms for consideration by the City shall
include a clear analysis, which identifies both the potential benefits and risks
associated with the proposed transaction.

o The City will produce an analysis of various interest rate market fluctuations at

periodic intervals to demonstrate the impact of interest rate market movements.

o The City’s cost of the transaction and any anticipated future costs will be included in
any cost/benefit analysis.

o The City will monitor the results of an adopted swap transaction throughout its life

and may recommend termination when substantial economic benefit would accrue to
the City upon termination.

Legal

o The documentation of the swap shall be in the form of an International Swaps and
Derivatives Association, Inc., Master Agreement with schedules and annexes,
commonly referred to as an ISDA document set.

o The swap, whenever possible, shall be transacted under Texas law and jurisdiction.

o Approval of the transaction must be obtained from the State Attorney General, to the
extent required by Texas law.

Disclosure

o Disclosure of the terms of the swap will be made in accordance with then prevailing
industry standards.

Reporting

o In order to comply with State statutes, the governing body of the City shall appoint an
officer of the City to provide an annual written report to the governing body of the
City which discusses the following items:

o The terms of the outstanding interest rate management transactions.

o The fair value of each interest rate management transaction.
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o The value of any collateral posted to or by the City under the interest rate
management transactions with each counterparty at year's end, and the cash flows of
each interest rate management transaction.

o ldentify the counterparties to each interest rate management transaction, any
guarantor of such counterparties, and the credit ratings of each counterparty and
guarantor.

o Determine whether the continuation of any swap transactions under the agreement
would comply with the City’s financial management policy statements.

Synthetic Advanced Refundings

The City may consider synthetic advance refundings when they produce a material economic
benefit and will in no way impair the outstanding bond rating of the City.

1.

The present value savings of any proposed transaction must be quantifiable, exceed 7
percent (7%) of the par amount of the refunded maturities, and not be based on
projections.

Proposals submitted by investment firms for consideration by the City shall identify and
address not only the benefits of the proposed transaction, but the potential negative
impacts as well.

Additional transaction costs such as bond counsel, trustee, and financial/swap advisor
shall be included in the savings calculation required above.

The City shall produce an analysis of the implications of paying a forward premium
versus waiting to the current call date of the bonds.

Approval of the transaction must be obtained from the State Attorney General, to the
extent required by Texas law.
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VI.

INTERFUND LOANS

Interfund loans are amounts provided between funds and blended component units of the City of Fort
Worth with a requirement for repayment.

A

Review and Approval

In accordance with the City of Fort Worth Charter any movement of funds from one fund to
another requires the approval of City Council. Additionally, all interfund loan proposals must be
reviewed and approved by the Chief Financial Officer and the City Manager or the designee
thereof (who shall not be the Chief Financial Officer).

Funding Source for Loans

The funding source of all interfund loans must be idle cash on deposit in a fund. During the term
of the loan, the outstanding balance at any time must not be needed to finance normal operations.
Adequate documentation, i.e. cash flow analysis, is required to support that loaned funds are idle.

Use of Loan Proceeds

Interfund loans must only be made to finance short-term capital needs of the borrowing fund.
Short-term is defined as a period up to five (5) years. The exception to this policy is loans from
the General Fund to other funds.

Repayment Source

The borrowing fund must have an identified revenue stream for the repayment of all principal
and interest incurred. Management must provide documentation of ability to repay the
obligation, and the department incurring the loan must execute an agreement described in
paragraph F, below). Loans will not be approved if the obligor fund cannot substantiate the
ability to finance current business and capital operations, make agreed upon loan repayments,
and maintain sufficient cash to meet emergency cash needs.

Repayment Term

All interfund loans must be repaid in no more than five (5) years from the date loan documents
are executed.

Legal Documentation
All interfund loans are approved by the City Council by M&C action, and are consummated by

loan agreements. Those agreements will stipulate the loan purpose, the loan amount, the term,
repayment source, interest rate, and other information as required by the City’s legal department.
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Repayment

All idle City cash is pooled and invested to earn a return. The lending fund should recover this
foregone investment revenue. Therefore interfund loans are interest bearing except for advance
funding for grants, reimbursement resolutions, or when senior management finds it appropriate
to forego the payment of interest. The interest rate charged and paid must comply with all
applicable laws and regulation. At a minimum the rate charged will equal the return earned on
the City’s pooled cash.

Water and Sewer Fund Loans

In accordance with the Water and Sewer System Master Ordinance, excess pledged revenues can
be used to make loans to other City Departments. Before making that determination, the Water
and Sewer fund must cover all obligations for Operation and Maintenance Expenses, Debt
Service Expenses, Debt Service Coverage, Transfers to the General Fund, and Operating Reserve
Requirement (from Net Assets)

1. Purpose of the Loan

To fund non-water and sewer capital projects for which there is no other viable funding
source, and which total amount falls between a minimum and maximum threshold.

2. Agreement

A formal written agreement between the Water Department and the receiving department,
clearly defining the terms and conditions of the agreement should be in place.

3. Use of Gas Lease Revenue

Uncommitted Gas Lease Revenues are the preferred source for making such loans as
described in this policy, because the receipt of Gas Lease Revenues is not factored into
the annual calculation of revenues available for operating and maintenance expenditures
or for pledged for debt service, Gas Lease Revenues could be permanently considered
surplus revenues and loaned to other City Departments without adverse affects to the
Water Department’s financial health or provision of service to its customers. Any prior
commitments of the City Council and/or City management for these revenues should be
taken into consideration (i.e. the 2007 Lake Worth Capital Improvement Plan). If Gas
Lease Revenues are not available for a loan, then a declaration of surplus from the Water
and Sewer Fund would be required before such loans could be made.

4, Determination of Surplus

Prior to a loan or transfer agreement being made, a determination of surplus must be
made by meeting the following criteria: 1) there are sufficient Excess Pledged Revenues;
2) coverage amounts meet or exceed the recommended ratios; and 3) the reserve
requirement meets or exceeds the required amounts as set forth in the Master Ordinance
and the Fiscal Management Policy Statements.



C-29

VII.

INVESTMENTS

To invest the City's cash in such a manner so as to ensure the safety of principal and interest, to meet the
liquidity needs of the City, and to achieve the highest reasonable market yield.

A

Cash Management Policy (M&C G-9552, March 12, 1992)

Subject to approval by the City Manager and the Director of Finance, the City Treasurer is both
authorized and required to promulgate a written Statement of Cash Management Rules and
Regulations governing the City's cash management and investment activities (exclusive of the
investment activities of the Employees' Retirement Fund), and to institute and administer such
specific procedures and criteria as may be necessary to ensure compliance with the City's cash
management policy and the Public Funds Investment Act (Texas Government Code Chapter

2256).

Specifically, this policy mandates the pursuit of the following overall goals and

objectives:

1.

All aspects of cash management operations shall be designed to ensure the safety and
integrity of the City's financial assets.

Cash management activities shall be conducted in full compliance with prevailing local,
state, and federal regulations. Furthermore, such activities shall be designed to adhere to
guidelines, standards, and practices promulgated by such professional organizations as
the American Institute of Certified Public Accountants (AICPA), the Governmental
Accounting Standards Board (GASB), and the Government Finance Officers Association
(GFOA), whenever practicable.

Operating within appropriately established administrative and procedural parameters, the
City shall aggressively pursue optimum financial rewards, while simultaneously
controlling its related expenditures. Therefore, cash management functions that engender
interaction with outside financial intermediaries shall be conducted in the best financial
and administrative interests of the City. In pursuit of these interests, the City will utilize
competitive bidding practices wherever practicable, affording no special financial
advantage to any individual or corporate member of the financial or investment
community.

The City shall design and enforce written standards and guidelines relating to a variety of
cash management issues, such as the eligibility or selection of various financial
intermediaries and counterparties, documentation and safekeeping requirements;
philosophical and operational aspects of the investment function; and such other
functional and administrative aspects of the cash management program which necessitate
standard setting in pursuit of appropriate prudence, enhanced protection of assets or
procedural improvements.

Investments of the City, or of funds held in its possession in a fiduciary capacity, shall be
made with the exercise of that judgment and care, under circumstances then prevailing,
which persons of prudence, discretion, and intelligence exercise in the management of
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their own affairs, not for speculation, but for investment, considering the probable safety
of their capital, as well as the probable income to be derived.

Investment Strategy (M&C G-11199, August 21, 1995 - Modified March 31, 1997)

The City of Fort Worth maintains a Consolidated Portfolio in which it pools its funds for
investment purposes. The City's cash management program seeks to achieve four objectives in
this order of priority: safety of principal, adequate liquidity to meet daily cash needs,
diversification, and finally a reasonable yield commensurate with the preservation of principal
and liquidity. The following investment strategy has been designed to accomplish these
objectives:

1. The City invests in "money market instruments,” high credit quality, highly liquid
investments with maturities of one year or less, and in intermediate-term securities of
high credit quality with maturities no greater than five years. The City will only invest in
those securities specified in its "List of Eligible Investments”. These include U.S.
Treasury Bills and Notes, high quality obligations of certain U.S. agencies and
instrumentalities, and AAA-rated local government investment pools and no-load money
market mutual funds. Any securities not on this list will not be eligible investments.

2. At all times, the City shall maintain a cash position sufficient to meet daily liquidity
requirements. This will be accomplished by maintaining approximately 10 percent of the
total portfolio in money market funds, local government investment pools, bank accounts,
and/or overnight repurchase agreements. The City shall also position some investments
to provide liquidity for certain predictable obligations such as debt service payments.

3. The City shall not exceed a weighted average maturity of two and one-half years for the
Consolidated Portfolio, with no single investment exceeding a maximum stated maturity
of five years. In addition, the portfolio shall be structured to achieve a proper level of
diversification along maturity, issuer, and security type guidelines.

There may be times when the City has more or less of its funds in any one category due to cash
flow needs, prevailing market conditions, and other factors. The diversification schedules serves
as general guidelines for making investment decisions. In this way, the portfolio will be able to
take advantage of rising interest rates by re-investing maturing securities at higher yields. In
falling rate environments, it will profit from having investments that were made at higher interest
rates. At all times, the exposure to a single issuer or security type will be minimized.

Following this discipline ensures that the City will always have sufficient cash available for daily
needs, preserves its principal and encourage diversification in multiple areas. In this manner, the
Consolidated Portfolio will endeavor to earn a competitive market yield without assuming
unacceptable risk.

Interest Earnings

Interest earned from investments shall be distributed to the operating, internal service, and other
City funds from which the money was provided, with the exception that interest earnings
received on the investment of bond proceeds shall be attributed and allocated to those debt
service funds responsible for paying the principal and interest due on the particular bond issue.
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Designated Investment Committee

Upon Council adoption of the Investment Policy, an Investment Committee comprised of the
Chief Financial Officer and/or the Financial Management Services Department Director, the City
Treasurer, and others as deemed appropriate by the City Manager is established. This group
serves as the City’s designated investment committee required under the State Public Funds
Investment Act. The committee will regularly examine and evaluate the City’s cash
management and investment activities and recommend revisions to operational rules and
regulations, the Investment Policy, and the Investment Strategy. The committee may also
approve the annual broker/dealer list and authorized training organizations. Modifications to the
administrative rules and regulations will be submitted to the City Manager for approval.
Amendments to the Investment Policy will be presented to the Council for adoption. According
to State statute, the Investment Policy and Strategy will be reviewed and adopted by Council at
least annually.

Credit Rating

An Investment Officer or Investment Advisor shall monitor, on no less than a weekly basis, the
credit rating on all authorized investments in the portfolio based upon independent information
from a nationally recognized rating agency. If any security falls below the minimum rating
required by Policy, an Investment Officer shall notify the Chief Financial Officer of the loss of
rating, conditions affecting the rating and possible loss of principal with liquidation options
available, within two weeks after the loss of the required rating.
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VIII.

INTERGOVERNMENTAL RELATIONS

To coordinate efforts with other governmental agencies to achieve common policy objectives, share the
cost of providing government services on an equitable basis, and support favorable legislation at the
state and federal levels.

A. Interlocal Cooperation in Delivering Services

In order to promote the effective and efficient delivery of services, the City shall actively seek to
work with other local jurisdictions in joint purchasing consortia, sharing facilities, sharing
equitably the costs of service delivery, and developing joint programs to improve service to its
citizens.

B. Legislative Program

The City shall cooperate with other jurisdictions to actively oppose any state or federal
regulation or proposal that mandates additional City programs or services and does not provide
the funding to implement them. Conversely, as appropriate, the City shall support legislative
initiatives that provide more funds for priority local programs.
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I X.

GRANTS

To seek, apply for and effectively administer federal, state and foundation grants-in-aid that address the
City's current priorities and policy objectives.

A

Grant Guidelines

The City shall apply, and facilitate the application by others, for only those grants that are
consistent with the objectives and high priority needs previously identified by Council. The
potential for incurring ongoing costs, to include the assumption of support for grant-funded
positions from local revenues, will be considered prior to applying for a grant.

Indirect Costs

The City shall recover full indirect costs unless the funding agency does not permit it. The City
may waive or reduce indirect costs if doing so will significantly increase the effectiveness of the
grant.

Grant Review

All grant submittals shall be reviewed for their cash match requirements, their potential impact
on the operating budget, and the extent to which they meet the City's policy objectives.
Departments shall seek Council approval prior to submission of a grant application. Should time
constraints under the grant program make this impossible, the department shall obtain approval
to submit an application from the appropriate Assistant City Manager and then, at the earliest
feasible time, seek formal Council approval. If there are cash match requirements, the source of
funding shall be identified prior to application. An annual report on the status of grant programs
and their effectiveness shall also be prepared.

Grant Program Termination

The City shall terminate grant-funded programs and associated positions when grant funds are no
longer available unless alternate funding is identified.
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X.

ECONOMIC DEVELOPMENT

Initiate, encourage, and participate in economic development efforts to create job opportunities and
strengthen the local economy.

A

Positive Business Environment

The City shall endeavor, through its regulatory and administrative functions, to provide a
positive business environment in which local businesses can grow, flourish and create jobs. The
Council and City staff will be sensitive to the needs, concerns and issues facing local businesses.

Commitment to Business Expansion, Diversification, and Job Creation

The City shall encourage and participate in economic development efforts to expand Fort
Worth's economy and tax base and to increase local employment. These efforts shall not only
focus on newly developing areas but on “central city” areas, the Central Business District, and
other established sections of Fort Worth where development can generate additional jobs and
other economic benefits. The *“central city” is defined, by the Council, as the area within
Interstate Loop 820 consisting of:

= All Community Development Block Grant (CDBG)-eligible census block groups;
and

= All state-designated enterprise zones within Interstate Loop 820; and

= All census block groups that are contiguous by 75 percent or more of their
perimeter to CDBG-eligible block groups or enterprise zones.

Tax Abatements

The City shall follow a tax abatement policy (adopted October 17, 2006, M&C G-15458) to
encourage investment and development throughout Fort Worth. The City shall use due caution
in the analysis of any tax incentives used to encourage development. Factors considered in
evaluating proposed abatements for development include the location of the project, its size, the
number of temporary and permanent jobs created, the costs and benefits for the City and its
impact on Fort Worth's economy. Tax abatement contracts may contain certain conditions to the
receipt, both initially and throughout the term of the contract, of the abatement. The City will
annually review tax abatement contracts to ensure the community is receiving promised benefits,
and the Council may seek to modify, re-negotiate, or terminate an abatement contract if it is
determined that the firm receiving the abatement has failed to keep its part of the agreement.

Increase Non-residential Share of Tax Base

The City's economic development program shall seek to expand the non-residential share of the
tax base to decrease the tax burden on residential homeowners.
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Coordinate Efforts with Other Jurisdictions

The City's economic development program shall encourage close cooperation with other local
jurisdictions, chambers of commerce, and groups interested in promoting the economic well
being of this area.

Use of Other Incentives

The City shall use enterprise zones, tax increment reinvestment zones, or other incentives as
allowed by law to encourage new investment and business expansion in target areas as
designated by resolution of the Council. Petitions presented to the City Council seeking the
creation of a tax increment reinvestment zone shall be considered by the City Council in a
manner consistent with applicable Texas law and the City of Fort Worth Policy, Guidelines, and
Procedures for Tax Increment Reinvestment Zones (adopted February 28, 2006, M&C G-
15100).. The City shall also coordinate with state and federal agencies on offering any incentive
programs they may provide for potential economic expansion. The factors used to evaluate
possible recipients of any incentives shall include those listed in C. Tax Abatements. Economic
development incentive agreements involving tax abatements or grants of public funds shall be
subject to prior review and approval of the Council.
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XI.

FISCAL MONITORING

To prepare and present regular reports that analyze, evaluate, and forecast the City’s financial
performance and economic condition.

A

Financial Status and Performance Reports

Strive for quarterly reports comparing expenditures and revenues to current budget, projecting
expenditures and revenues through the end of the year, noting the status of unassigned fund
balances, assigned fund balances, or available cash balances to include dollar amounts and
percentages, and outlining any remedial actions necessary to maintain the City’s financial
position shall be prepared for review by the City Manager and the Council.

Five-year Forecast of Revenues and Expenditures

A five-year forecast of revenues and expenditures, to include a discussion of major trends
affecting the City’s financial position, shall be prepared in anticipation of the annual budget
process. The forecast shall also examine critical issues facing the City, economic conditions, and
the outlook for the upcoming budget year. The document shall incorporate elements of the
International City Management Association financial trend monitoring system to provide further
insight into the City’s financial position and to alert the Council to potential problem areas
requiring attention.

Status Reports on Capital Projects

A summary report on the contracts awarded, capital projects completed and status of the City’s
various capital programs will be prepared at least quarterly and presented to the City Manager
and Council.

Compliance with Council Policy Statements

The Financial Management Policy Statements will be reviewed annually by the Council and
updated, revised or refined as deemed necessary. Policy statements adopted by the Council are
guidelines, and occasionally, exceptions may be appropriate and required. However, exceptions
to stated policies will be specifically identified, and the need for the exception will be
documented and fully explained.
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XII.

FINANCIAL CONSULTANTS

To seek out and employ the assistance of qualified financial advisors and consultants as needed in the
management and administration of the City's financial functions.

Advisors and consultants shall be selected using objective questionnaires and requests for
qualifications/proposals based upon demonstrated expertise relative to the scope of work to be
performed and appropriately competitive fees. These areas include but are not limited to investments,
debt administration, financial accounting systems, program evaluation, and financial impact modeling.
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XIII.
ACCOUNTING, AUDITING AND

FINANCIAL REPORTING

Accounting, Auditing and Financial Reporting: Comply with prevailing federal, state, and local
statutes and regulations, as well as current professional principles and practices.

A. Conformance to Accounting Principles and Recommended Practices

The City’s accounting practices and financial reporting shall conform to Generally Accepted
Accounting Principles (GAAP) as promulgated by the Governmental Accounting Standards Board
(GASB), the American Institute of Certified Public Accountants (AICPA), and the Government
Finance Officers Association (GFOA).

B. Popular Reporting

In addition to issuing a Comprehensive Annual Financial Report (CAFR) in conformity with GAAP,
the City may supplement its CAFR with a simpler, “popular” report designed to assist those citizens
who need or desire a less detailed overview of the City’s financial activities. This report should be
issued no later than six months after the close of the fiscal year.

C. Selection of Auditors

Every five years, the City shall request proposals from all qualified firms, including the current
auditors if their past performance has been satisfactory, and the Council shall approve the selection
of an independent firm of certified public accountants to perform an annual audit of the books of
account, records and transactions, opining of the Comprehensive Annual Financial Report and
Single Audit Report and reporting the results and recommendations to the Council.

D. Audit Completion

The City seeks to have its CAFR and Single Audit Report audited and available within 180 days and
270 days respectively after the close of its previous fiscal year, which ends September 30. In the
event the presentation of the CAFR and Single Audit is delayed beyond the first Council meeting in
April, the City Manager shall provide a report on the status of the audit and the expected completion
date of the CAFR and Single Audit to the City Council at its first meeting in April.
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XIV.

RETIREMENT SYSTEM

A. To ensure that the Employees’ Retirement Fund is adequately funded and operated for the
exclusive benefit of the participants and their beneficiaries:

1.

Benefit Improvements

The Board of Trustees of the Employees' Retirement Fund (Retirement Fund) shall
certify to the Council the actuarial impact of any proposed benefit improvements or
changes in contribution levels. The City Council (City) will also obtain an independent
actuary who will certify to the Council the actuarial impact of any proposed benefit
improvements or changes in contribution levels.

Qualified Plan

The City and the Retirement Fund will maintain the qualified status of the Retirement
System. As deemed necessary from time to time, the City and/or the Retirement Fund
will request a "determination letter" from the IRS relative to whether or not the City's
retirement system conforms to the Internal Revenue Code in order to assure the tax-
exempt status of the income earned on the Retirement Fund's investments, the retiree
pension payments, and the accrued benefits for active employees.

Funding Level

In accordance with Article 16, Section 66 of the Texas Constitution which charges the
City and the Retirement Fund with the responsibility for ensuring that accrued benefits
are not reduced or impaired. The City shall continue to monitor contribution levels of
both the City and employees, along with retirement benefits, to ensure that the
Retirement Fund is sufficiently funded and benefits can be paid as they become due. If
funding levels are insufficient, staff will update the City Council of the deficiency and
make recommendations for corrective action.

City Manager’s Proposed Budget

The City Manager will provide assumptions included in the City Manager’s Proposed
Budget, such as compensation increases, retirement contributions, and any changes in
staffing to the City’s selected actuarial firm. The actuarial firm will determine the
actuarial impact of assumptions included in the City Manager’s Proposed Budget on the
Employees’ Retirement Fund. The City Manager will present the City Council with the
results of the actuarial analysis, prior to the adoption of the budget and communicate the
results of the actuarial study to the Employees’ Retirement Fund’s actuary.
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B. To ensure that the Health Fund is adequately funded and operated for the exclusive benefit
of eligible employees, retirees, and beneficiaries:

1.

Benefit Improvements

Staff shall routinely present to the City Council the actuarial impact of any proposed
benefit improvements or changes. The City Council will also obtain an independent
actuary who will certify to the Council the actuarial impact of any proposed benefit
improvements or changes.

Funding Level

The City shall continue to monitor retiree healthcare benefits, to ensure that the Health
Fund is sufficiently funded and City Council-approved benefits can be paid according to
the approved benefit program. If funding levels are insufficient, staff will update the City
Council of the deficiency and make recommendations for corrective action.

City Manager’s Proposed Budget

The City Manager will provide assumptions included in the City Manager’s Proposed
Budget related to the actuarially determined Annual Required Contribution (ARC) and
the period of time necessary to fully fund the ARC in accordance with Governmental
Standards Accounting Board Statement 45 (GASB 45).
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XV.

INTERNAL CONTROLS

To establish and maintain an internal control structure designed to provide reasonable assurance that
City assets are safeguarded and that the possibilities for material errors in the City’s financial records are
minimized.

A.

Proper Authorizations

Procedures shall be designed, implemented and maintained to ensure that financial transactions
and activities are properly reviewed and authorized.

Separation of Duties

Job duties will be adequately separated to reduce to an acceptable level the opportunities for any
person to be in a position to both perpetrate and conceal errors or irregularities in the normal
course of assigned duties.

Proper Recording

Procedures shall be developed and maintained that will ensure financial transactions and events
are properly recorded, and that all financial reports may be relied upon as accurate, complete and
up-to-date.

Access to Assets and Records

Procedures shall be designed and maintained to ensure that adequate safeguards exist over the
access to and use of financial assets and records.

Independent Checks

Independent checks and audits will be made on staff performance to ensure compliance with
established procedures and proper valuation of recorded amounts.

Costs and Benefits
Internal control systems and procedures must have an apparent benefit in terms of reducing

and/or preventing losses. The cost of implementing and maintaining any control system should
be evaluated against the expected benefits to be derived from that system.
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XVI.

E-COMMERCE

To